FAST TRACK ISSUES 


JOINT HEARING 

BEFORE THE 

SUBCOMMITTEE ON TRADE 

OF THE 

COMMITTEE ON WAYS AND MEANS 

AND THE 

SUBCOMMITTEE ON RULES AND ORGANIZATION OP 

THE HOUSE 

OF THE 

COMMITTEE ON RULES 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED FOURTH CONGRESS 

FIRST SESSION 

MAY 11 AND 17, 1995 

Committee on Ways and Means Serial 104-22 


Printed for the use of the Committee on Ways and Means 
and the Committee on Rules 



U.S. GOVERNMENT PRINTING OFFICE 
93-353 CC WASfflNGTON : 1995 


For sale by the U.S. Government Printing Office 
Superintendent of Documents, Congressional Sales Office. Washington, DC 20402 
ISBN 0-16-052086-X 


AUTHENTICATED 
U.S. GOVERNMENT 
INFORMATION ^ 


COMMITTEE ON WAYS AND MEANS 

BILL ARCHER, Texas, Chairman 


PHILIP M. CRANE, Illinois 
BILL THOMAS, California 
E. CLAY SHAW, Jr., Florida 
NANCY L. JOHNSON, Connecticut 
JIM BUNNING, Kentucky 
AMO HOUGHTON, New York 
WALLY HERGER, California 
JIM McCRERY, Louisiana 
MEL HANCOCK, Missouri 
DAVE CAMP, Michigan 
JIM RAMSTAD, Minnesota 
DICK ZIMMER, New Jersey 
JIM NUSSLE. Iowa 
SAM JOHNSON. Texas 
JENNIFER DUNN, Washington 
MAC COLLINS, Georgia 
ROB PORTMAN, Ohio 
PHILIP S. ENGUSH, Pennsylvania 
JOHN ENSIGN, Nevada 
JON CHRISTENSEN, Nebraska 


SAM M. GIBBONS, Florida 
CHARLES B. RANGEL. New York 
FORTNEY PETE STARK, California 
ANDY JACOBS, jR., Indiana 
HAROLD E. FORD, Tennessee 
ROBERT T. MATSUI, California 
BARBARA B. KENNELLY, Connecticut 
WILLIAM J. COYNE, Pennsylvania 
SANDER M. LEVIN, Michigan 
BENJAMIN L. CARDIN, Maryland 
JIM MCDERMOTT, Washington 
GERALD D. KLECZKA, Wisconsin 
JOHN LEWIS, Georgia 
L.F. PAYNE, Virginia 
RICHARD E. NEAL, Massachusetts 


PhiluP D. Moselby, Chief of Sta/f 
Janice Mays, Minority Chief Counsel 


Subcommittee on Trade 

PHILIP M. CRANE. Illinois. Chairman 


BILL THOMAS, California 
E. CLAY SHAW, Jr.. Florida 
AMO HOUGHTON. New York 
MEL HANCOCK, Missouri 
DAVE CAMP, Michigan 
JIM RAMSTAD, MinnesoU 
DICK ZIMMER, New Jeney 
JENNIFER DUNN, Washington 


CHARLES B. RANGEL, New York 
SAM M. GIBBONS, Florida 
ROBERT T. MATSUI, California 
WILLIAM J. COYNE, Pcnnsylvama 
L.F. PAYNE, Virginia 
RICHARD E. NEIAL, Massachusetts 



COMMITTEE ON RULES 


GERALD B.H. SOLOMON, New York, Chairman 


JAMES H. QUILLEN, Tennessee 
DAVID DREIER, California 
PORTER GOSS, Florida 
JOHN LINDER, Georgia 
DEBORAH PRYCE, Ohio 
LINCOLN DIAZ-BALART, Florida 
SCOTT McINNIS, Colorado 
ENID WALDHOLTZ, Utoh 


JOHN JOSEPH MOAKLEY, MaesachusetU 
ANTHONY C. BEILENSON, California 
MARTIN FROST, Texas 
TONY P. HALL, Ohio 


Don Wolfensberger, Chief of Staff 
George C. Crawford, Minority Staff Director 


SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE HoUSE 
DAVID DREIER, California, Chairman 

LINCOLN DIAZ-BALART, Florida ANTHONY C. BEILENSON, California 

SCOTT McINNIS, Colorado TONY P. HALL, Ohio 

ENID WALDHOLTZ, Utah 
GERALD B.H. SOLOMON, New York 

Vincent RanDAZZO, Counsel 
MeUSSA Rice KUCKRO, Minority Counsel 




CONTENTS 


Page 

Advisory of April 7, 1995, announcing the hearings 2 

WITNESSES 

UJS. Trade Representative, Hon. Michael Kantor 137 


Abbott Laboratories, Duane L. Burnham 79 

Alexis de Tocqueville Institution, Arlington, Va., Clifford M. Sobel 189 

Amalgamated Clothing and Textile Workers Union: 

Jack Sheinkman 195 

Arthur Gundersheim 195 

Anderson, Mark A., American Federation of Labor and Congress of Industrial 

Organizations 120 

Association of American Chambers of Conunerce in Latin America, David 

Hirschmann 237 

Bergsten, C. Fred, Institute for International Economics 32 

Bon-Art International, Clifford M. Sobel 189 

Bumhani, Duane L., Abbott Laboratories, and Emergency Committee for 

American Trade 79 

Business Roundtable, Jerry R. Junkins 63 

Business Software Alliance, Robert W. Holleyman II 113 

Caterpillar Inc., William C. Lane 84 

Center for International and Security Studies, University of Maryland, IM. 

Destler 232 

Chemical Manufacturers' Association, Karen El-Chaar 107 

Cowen, Bruce D., TRC Companies, Inc., and VS. Chamber of Commerce 208 

Destler, I.M., Center for International and Security Studies, University of 

Maiyland 232 

El-Chaar, Karen, International Trade, Air Products and Chemicals, Inc., 
Chemical Manufacturers’ Association, and Office of the Chemical Industry 

Trade Advisor 107 

Emergency Committee for American Trade, Duane L. Burnham 79 

Frenzel, Hon. William, Washington, D.C 172 

Gephardt, Hon. Richard A., a Representative in Congress from the State 

of Missouri 60 

Gundersheim, Arthur. Amalgamated Clothing and Textile Workers Union 196 

Hirschmann, David, Association of American Chambers of Commerce in Latin 

America 237 

Holleyman, Robert W. II, Business Software Alliance 113 

International Ladies* Garment Workers’ Union: 

Jay Mazur 201 

Herman Starobin 201 

International Pharmaceuticals Group. Pfizer, Inc., Robert Neimeth 214 

International Trade, Air Products and Chemicals, Inc., Karen El-Chaar 107 

Junkins, Jerry R., Texas Instruments, Inc., and Business Roundtable 63 

Kolbe, Jim, a Representative in Congress from the State of Arizona 16 

Lane, WilUam C., Caterpillar, Inc., and National Foreign Trade Council, 

Inc 84 

Mazur, Jay, International Ladies’ Garment Workers’ Union 201 

Minette, Mary, National Audubon Society 222 

Morris, Robert J., U.S. Council for International Business 89 

Moss, Hon. Ambler H., Jr., North-South Center, University of Miami 243 


(V) 



VI 


Page 


National Audubon SocieW, Maiy Minette 222 

National Foreign Trade Council, Inc., William C. Lane 84 

National Wildlife Federation, Rodrigo J. Pmdencio 100 

Neimeth, Robert, International Pharmaceuticals Grou^ Pfizer, Inc 214 

Office of the Chemical Industry Trade Advisor, Karen El-Chaar 107 

Pharmaceutical Research and Manufacturers of America, Robert Neimeth 214 

Prudencio, Rodrigo J., National Wildlife Federation 100 

Richardson, Hon. Bill, a Representative in Congress from the State of New 

Mexico 14 

Rivers, Richard R., Akin, Gump, Strauss, Hauer & Feld 181 

Sheinkman, Jack, Amalgamated Clothing and Textile Workers Union 195 

Sobel, CliiTord M., Bon-Art International, and Alexis de Tocqueville Institute, 

Arlington, Va 189 

Starobm, Herman, International Ladies’ Garment Workers’ Union 201 

Stem, Hon. Paula, Stem Grou^ Inc 39 

Texas Instruments, Inc., Jerry K. Junkins 63 

TRC Companies, Inc.. Bruce D. Cowen 208 

U.S. Chamber of Commerce, Bruce D. Cowen 208 

U.S. Council for International Business, Robert J. Morris 89 


SUBMISSIONS FOR THE RECORD 

AK Steel Co.; American Textile ManufactuiierB Institute; Ash Grove Cement 
Co.; Association for Manufacturing Technolo^; Bethlehem Steel Corp.; 
Calaveras Cement Co * Cincinnati Milacron; Copper & Brass Fabricators 
Council, Inc^ Florida Crushed Stone Co.; Footwear Industries of America, 
Inc.; Giant Cement Co.; Independent Forest Products Association; Inland 
Steel Industries, Inc.; LTV Steel Co., Inc.; Lafarge Corp.; Leather Industries 
of America, Inc.; Leh^h Portland Cement Co.; Lone Star Industries; Me- 
dusa Corp.; Municipal Castings Fair Trade Council; National Association 
of Wheat Growers; National Cement Co.; National Steel Corporation; North 
Texas Cement Co.; Northeastern Lumber Manufacturers Association; Phoe- 
nix Cement Co.; Riverside Cement Co.; RMC; Southdown, Inc.; Southeast- 
ern Lumber Manufacturers Association; Southern Forest Products Associa- 
tion; Tarmac America, Inc,; Texas Industries, Inc.; Texas*Lehi£^ Cement 
Co.; American Beekeej^rs Federation, Inc.; American Honev Producers As- 
sociation; Coalition for Fair Atlantic Salmon Trade; Cold-Finished Steel 
Bar Institute; Committee of Domestic Steel Wire Rope and Smcialty; Cable 
Manufacturers; Ferroalloy Association; Smoked Salmon Alliance; Fresh 
Garlic Producers Association; USX Corp.; and Valmont Industries, joint 


statement 260 

American Forest & Paper Association, statement 257 

Customs and International Trade Bar Association, Patrick D. Gill, statement . 260 

Distilled Spirits Council of the United States, Inc., Fred A. Meister, state- 
ment 270 

Florida Simar Marketing & Terminal Association, Inc., Fred F. Hill, letter 272 

Gingrich, Hon. NewL Speaker of the House, and a Representative in Congress 

from the State of C^ma, statement 276 

Jamaica, Embassy of, ms Excellency Richard L. Bernal, Ambassador, state- 
ment 277 

National Association of Hosieiy Manufacturers, Chuck Brooks, letter 280 

National Association of Wheat Growers, Ross Hansen, letter 281 

National Grange of the Order of Patrons of Husbandry, Robert E. Barrow, 

letter 283 

Stewart and Stewart, Terence P. Stewart, letter 285 



FAST TRACK ISSUES 


THURSDAY, MAY 11, 1995 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Joint with Committee on Rules, 
Subcommittee on Rules and Organization of the House, 

Washington, D.C. 

The subcommittees met, pursuant to notice, at 10:08 a.m., in 
room 1100, Longworth House Office Building, Hon. Philip M. 
Crane, chairman of the Subcommittee on Trade, and Hon. David 
Dreier, chairman of the Subcommittee on Rules and Organization 
of the House, presiding. 

[The advisory announcing the hearings follows:} 
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ADyjSORY 

FROM fHE COMMITTEES ON WAYS AND MEANS 
AND RULES 

POR IMMEDIATE RELEASE CONTACT: (202) 225-1721 

April 7, 1995 
No. TR-6 

CHAIRMAN CRANE AND CHAIRMAN DREIER ANNOUNCE 
JOINT HEARINGS ON FAST TRACK ISSUES 

Congressman Philip M. Crane (R-IL), Chairman of the Subcommittee on Trade of the 
Committee on Ways and Means, and Congressman David Dreier, Chairman of the 
Subcommittee on Rules and Organization of the House of the Committee on Rules, today 
announced that the Subcommittees will hold joint hearings on extension of so-called "fast 
track" negotiating authority to the Administration for use in negotiating trade agreements. 

The fnst hearing, concerning policy, conditions, and negotiating objectives of fast track, will 
take place on Thursday, May 1 1, 1995. The second hearing, concerning fast track procedures, 
will be held on Wednesday, May 17, 1995. Both hearings will begin at 10:00 a.m. and will 
be held in the main Committee hearing room. Room 1100 of the Longworth House 
Office Building. 

Oral testimony at these hearings will be heard fix>m both invited and public witnesses. 
Invited witnesses will include United States Trade Representative Michael Kantor. Also, any 
individual or organization may submit a written statement for consideration by the Committee 
or for inclusion in the printed record of the hearing. 

BACKGROUND : 

Certain trade agreements cannot enter into force as a matter of U.S. law unless 
implementing legislation approving the agreement and any changes to U.S. law is enacted into 
law. In order to implement a number of trade agreements, including most recently the 
Uruguay Round Agreements and the North American Free Trade Agreement (NAFTA), 
Congress enacted certain "fast track" procedures. 

Now expired with rcsp>ect to any new trade agreements, these provisions required the 
President, before entering into any trade agreement, to consult with Congress as to the nature 
of the agreement, how and to what extent the agreement will achieve applicable purposes, 
policies, and objectives, and all maners relating to agreement implementation. In addition, the 
President was required to give Congress at least 90 calendar days advance notice of his intent 
to enter into an agreement. After entering into the agreement, the President was required to 
submit the draft agreement, implementing legislation, and a statement of administrative action. 
After that point, the House comminees of jurisdiction had 45 days to report the bill, and the 
House voted on the bill within 1 5 legislative days after the measure was received from the 
committees. Fifteen additional days were provided for Senate consideration (assuming the 
implementing bill was a revenue bill), and the Senate floor action was required within 15 
additional days. Accordingly, the maximum period for Congressional consideration of an 
implementing bill from the date of introduction is 90 days. Amendments to the legislation 
were not permitted once the bill was introduced; the committee and floor actions consisted of 
"up or down" votes on the bill as introduced. 

The purpose of the fast track approval process was to preserve the constitutional role 
and fulfill the legislative responsibility of Congress with respect to trade agreements. At the 
same time, the process was designed to ensure certain and expeditious action on the results of 
the negotiation and on the implementing bill with no amendments. 
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The Administration is beginning negotiations with Chile as to possible accession to the 
NAFTA. Because the fast track authority used for the Uruguay Round Agreements and the 
NAFTA has expired, the Committees are now considering the extension of additional fast 
track authority. 

In announcing these hearings. Crane said: "Because the benefits to the economy 
achieved by opening new markets to U.S. exports and reducing foreign trade barriers to U.S. 
goods and services through trade agreements are dramatic and proven, we must do all we can 
to give the Administration the expedited authority it needs to negotiate and conclude these 
agreements. However, fast track authority should be limited to trade legislation, and it is not 
appropriate to use fast track authorization for legislation involving issues not directly related 
to trade or not necessary to implement the trade agreement." 

Dreier said, "Fast track procedures have been instrumental in permitting Congress to 
implement landmark legislation that reduces trade barriers, promotes private sector job 
creation, and raises living standards for American families. At the same time, there are 
increasing concerns that provisions not closely related to trade agreements are being attached 
to implementing legislation in order to receive expedited consideration. We must improve the 
fast track procedures in order to maintain a consensus in Coi^ress behind this critically 
important grant of trade negotiation authority.” 

DETAILS FOR SUBMISSIONS OF REQUESTS TO BE HEARD : 

Requests to be heard at the hearings must be made by telephone to Traci Altman or 
Bradley Schreiber at (202) 225-1721 no later than the close of business, Thursday, April 27, 
1995. The telephone request should be followed by a formal written request to Phillip D. 
Moseley, Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 

1102 Longworth House Office Building. Washington, D.C. 20515. The staif of the 
Subcommittee on Trade will notify by telephone those scheduled to appear as soon as possible 
after the filing deadline. Any questions concerning a scheduled appearance should be directed 
to the Subcommittee staff at (202) 225-6649. 

In view of the limited lime available to hear wimesscs, the Subcommittees may not be 
able to accommodate all requests to be heard. Those persons and organizations not scheduled 
for an oral appearance are encouraged to submit written statements for the record of the 
hearing. All persons requesting to be heard, whether they arc scheduled for oral testimony or 
not, will be notified as soon as possible after the filing deadline. 

Witnesses scheduled to present oral testimony are required to summarize briefly their 
written statements in no more than five minutes. THE FIVE MINUTE RULE WILL BE 
STRICTLY ENFORCED. The full written statement of each wimess will be included in the 
printed record. 

In order to assure the most productive use of the limited amount of time available to 
question wimesscs, all wimesscs scheduled to appear before the Subcommittee are required to 
submit 200 copies of their prepared statements for review by Members prior to the hearing at 
which they will testify. Testimony should arrive at the Subcommittee on Trade office, room 
1 104 Longworth House Office Building, no later than 1:00 p.m., Tuesday, May 9, 1995 for 
the first hearing and 1:00 p.m., Monday, May 15, 1995, for the second hearing. Failure to do 
so may result in the wimess being denied the opportunity to testify in person. 




Any person or organization wishii^ to submit a written statement for the printed 
record of the hearing should submit at least six (6) copies of their statement by the close of 
business, Thursday, May 25, 1995, to Phillip D. Moseley, Chief of Staff, Committee on Ways 
and Means, U.S. House of Representatives, 1102 Longworth House Office Building, 
Washington, D.C. 20515. If those filing written statements wish to have their statements 
distributed to the press and interested public at the hearing, they may deliver 200 additional 
copies for this purpose to the Subcommittee on Trade office, room 1 104 Longworth House 
Office Building, at least one hour before the hearing begins. 

FORMATTING REQUIREMENTS : 
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Chairman Crane. Good morning. Welcome to this joint hearing 
of the Subcommittee on Trade of the Ways and Means Committee 
and the Subcommittee on Rules and Organization of the House, the 
Committee on Rules. Today is the first of two hearings these sub- 
committees will hold concerning fast track issues. The second hear- 
ing is scheduled for May 17. 

During these hearings, we intend to address the policy, condi- 
tions, and negotiating objectives of fast track, as well as fast track 
rules and procedures. Over the course of these hearings, we will re- 
ceive testimony from Ambassador Kantor, the U.S. Trade Rep- 
resentative, on M^ 17. Both today and on May 17, we will hear 
from Members of Congress and representatives from business and 
industry groups and academic/think tank institutions, as well as 
other individuals with expertise concerning the issue of fast track. 

The Trade Subcommittee intends to hold separate hearings con- 
cerning Chile and accession to the NAFTA, North American Free 
Trade A^eement, as well as implementation of the NAFTA in the 
period since the NAFTA was enacted. At that time, accordingly, 
there will be an opportunity for witnesses to present testimony and 
for Trade Subcommittee members to ask questions concerning 
these issues. 

Let me begin by saying that I am a strong supporter of fast track 
authority. Fast track has enabled us to implement a number of sig- 
nificant trade agreements over the last 20 years, including the 
Tokyo round, the United States-Israel free trade agreement, the 
United States-Canada free trade agreement, the NAFTA, and the 
Uruguay round. Because of these agreements, we have been able 
to make substantial progress in opening markets, lowering tariffs, 
and regulating and ending nontariff barriers to trade. These agree- 
ments are extremely beneficial in creating much-needed jobs, stim- 
ulating the economy, raising the standard of living for American 
families, and reducing the deficit. 

I believe that the only way we can continue to develop these ben- 
eficial agreements is through the well-proven tool of fast track. 
Fast track ensures certain and expeditious consideration of trade 
legislation. At the same time, it gives Confess a strong role to 
play in negotiating trade agreements. In addition, fast track gives 
our trade negotiators and our trading partners confidence that the 
United States is earnest in negotiating a trade agreement. 

This does not mean that we should not consider carefully the 
manner in which we craft fast track authority. Even as important 
as fast track is, it is just as important to make it as narrow and 
tailored as possible so as not to unnecessarily intrude on normal 
legislative procedures. Fast track is an exception to the rule that 
we permit only because we recognize the compelling need to con- 
sider quickly and efficiently legislation to implement trade agree- 
ments. The exception should not be so broad as to follow the rule. 

The reason for limiting fast track to trade issues only is histori- 
cally and constitutionally based. The President and the Congress 
both have important powers with respect to trade and foreign af- 
fairs issues. Therefore, trade agreements, in a sense, do not readily 
fit the legislative model that we use to consider other types of legis- 
lation. That is why we have developed fast track, to assure that our 
trade relations with other countries are handled expeditiously and 
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efficiently with the involvement of the executive and l^slative 
branches. 

There have been serious questions raised about the relationship 
between worker rights, environmental issues, and trade a^ee* 
ments. As important as these issues are, no consensus has oeen 
reached, either domestically or internationally, on the linkage of 
these issues to trade agreements. 

In my view, it is inappropriate to include these issues within fast 
track. My reasons are simple: If we consider these issues under 
fast track, we usurp a vast range of congressional authority and 

E rerogatives to make laws in these areas. In addition, the overall 
enents of trade agreements serve to improve labor Eind environ- 
mental conditions. 

Our leadership in the House is committed to passing a clean, 
narrow fast track bill designed to streamline and expedite the proc- 
ess of negotiating, concluding, and implementing trade agreements. 
Speaker Gingrich today stated that he supports fast track because 
it will create more good jobs and reduce the deficit. 

I look forward to hearing from our witnesses today and in work- 
ing with the administration to develop a fast track limited to trade 
issues only. 

Now, I would like to yield to my distinguished colleague from the 
Rules Committee, Mr. Dreier, to make an opening statement. 
Chairman Dreier. Thank you very much, Mr. Chairman. 

Let me join in welcoming our five panels of witnesses we will be 
hearing this morning. 

I would also like to associate myself with your statement of 
strong support for fast track and for promoting a more open and 
fair international trade remme. Namely, they contribute to a 
stronger and more vibrant TJ.S. economy, raise the standard of liv- 
ing for American families, and help create private sector jobs right 
here at home. 

I note, as we be^n these joint hearings, that it is a real step for- 
ward for this institution that on a matter of joint jurisdiction be- 
tween committees such as the fast track statute, that we have co- 
operation rather than turf battles, which is what we have often 
witnessed in the past. I think the process and the eventual product 
will benefit. 

The fast track procedures for trade agreements were developed 
in 1974 and have largely remained in their original form. We will 
be ioined by a panel of witnesses at our hearing next Wednesday 
to discuss some of that history. 

However, I would note that times have changed procedurally 
since 1974, especially due to the PAY-GO budget rules instituted 
in 1990. I think the effect of PAY-GO has been profound and veiy 
detrimental to fast track because completely nontrade provisions 
have been added to unamendable bills considered in an expedited 
fashion solely to meet budget requirements. 
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I am interested in finding a way to modify fast track to imple- 
ment trade agreements while maintaining as open a process as pos- 
sible for nontrade funding provisions. 

Again, I want to express mv appreciation to Chairman Crane and 
will say that, on behalf of the Rules Committee, I anxiously look 
forward to working very closely with all of the members of the sub- 
committees and full committees to bring about what we hope will 
be a very strong fast track agreement. 

[The prepared statement follows:] 
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Hearing on Fast Track 
May 17, 1995 


Good morning and welcome to the members of the Subcommittee on Trade 
and the Subcommittee on Rules and Organization of the House, our distinguished 
witnesses, especially the United States Trade Representative, Ambassador Mickey 
Kantor, and the members of the public attending our hearing today. 

These public hearings are intended to provide the two subcommittees with an 
opportunity to address issues relating to fast track procedures and rules, trade goals, 
negotiating objectives, and conditions associated with an extension of fast track 
authority. 

Congress has recognized for decades the critical role the President must play to 
further a top national economic priority - promoting an open and fair trade re^mc. 
This clearly contributes to a stronger and more vibrant U.S. economy. 

U.S. exports have more than doubled over the last ten years. We are the 
world’s top exporter. Exports directly account for one-in-tcn U.S. jobs. Nearly a 
quarter of our economy is tied to international commerce. Reducing our import 
barriers have made our economy more efficient. Free trade also benefits middle 
income families by cutting taxes, increasing buying power, and raising living 
standards. I would note that fully implementing the GATT Uruguay Round promises 
the equivalent of a $500 tax cut for every American family. 

Despite the overwhelming benefits of lower trade barriers, some have 
questioned the merits of the fast track process. Fast track has been called secretive, 
hasty, aiKl even unconstitutional. I disagree with this view. I hope this hearing will 
help in fostering greater understanding of the history and purpose of fast track. 
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1 would point out that fast track is only the most recent congressional -executive 
agreement to lower trade barriers. As early as 1890, Congress delegated tariff 
bargaining authority to the President. In 1934, following the economic disaster 
caused by Smoot-Hawley protectionism. Congress authorized the President to 
proclaim U.S. tariff reductions as part of trade agreements. This ability to reduce 
tariff barriers helped fuel this country’s economy in the post-war era, creating 
economic growth in frce-market democracies around the world. 

By the early 1970’s, tariff reductions were no longer the singular goal of U.S. 
trade policy. In 1974, Congress developed the fast track procedures to provide the 
President with credibility in negotiations to eliminate non-tariff trade barriers. Fast 
track ensures that Congress carries out its constitutional responsibilities regarding 
legislative implementation of those agreements. 

Promoting free trade has been a successful national policy for 60 years. Fast 
track has contributed to that success for two decades. While the goal of improving 
the lives of American families by fostering greater international commerce has not 
changed, fast track can be fine-tuned to maximize its positive impact on the process. 

Fast track procedures must foster ongoing and substantive consultations 
between the Executive Branch and the Congress in order to maintain its viability as a 
bond between the two branches with a role in international commercial policy. Fast 
track must be focussed on matters directly related to trade in order to avoid a critical 
procedural tool being undermined through overly broad application. Finally, the fast 
track process must be updated to account for changes in other congressional 
procedures, such as the "Pay Go" budget rules instituted in 1990. 

I look forward to hearing from our witnesses today on how to improve the fast 
track process. I also welcome the opportunity to work with you. Ambassador 
Kantor, to send to the President trade negotiating authority in a timely manner so that 
we can build on the impressive trade accomplishments of the past two years. 
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Chairman Crane. I thank the gentleman for his statement and 
would like to yield now to our distinguished ranking minority 
member, Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman, and chairman of this 
joint subcommittee. 

I welcome this opportunity to get together as we start the consid- 
eration of the central issue of U.S. trade policy; namely, the nature 
and the terms of authority which the Congress delegates to the 
President for future trade agreements and the role of the executive 
and the Confess in their approval and implementation. 

This so-called fast track authority for trade agreements has been 
successful in the past for approving the most important and com- 
prehensive multilateral and free trade agreements in our histoiy 
for two reasons. 

First, there was always bipartisan cooperation and broad support 
in the Congress with Democratic and Etepublican administrations, 
as well as a general consensus within the private sector, on the 
needs and the objective for trade negotiations and on the proce- 
dures that would apply for their approval. 

Second, Congress and the private sector were consulted and ad- 
vised throughout the negotiation, and congressional committees of 
jurisdiction drafted the implementing legislation in consultation 
with the administration in an informal process which ensured that 
conCTessional constitutional prerogatives were still preserved. 

The principles of broad bipartisan consensus and the executive- 
concessional partnership continue to be essential to successful 
trade negotiation and support for implementing the results. There 
are a number of important issues which need to be considered in 
formulating a trade agreement authority that will address the 
ever-evolving issues from a global economy. 

I believe we must maintain an open mind and not rule out in ad- 
vance anv particular trade related obiectives or issues, including 
labor and environmental standards, which some Members believe 
should be addressed in the trade agreement context. 

On a very personal note, I believe that foreign cooperation in our 
efforts to stop illegal narcotic trade is also a very appropriate issue 
to raise in the trade negotiation context. 

But, finally, we need to fiilly consider these important matters 
and proceed in a deliberate nonpartisan way if we are to deliver 
a successful legislative approach that has broad support. I look for- 
ward to working with my colleagues on both sides of the aisle to- 
ward this end. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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OPENING STATEMENT OF 
CONGRESSMAN CHARLES B. RANGEL 
JOINT SUBCOMMITTEE BEARING ON 
FAST TRACK AUTHORITY 

May 11, 1995 


I welcome theae joint hearings to begin the consideration of 
a central issue of U.S. trade policy, namely the nature and terms 
of authority which the Congress delegates to the President for 
future trade agreements and the role of the Executive and the 
Congress in their approval and implementation. 

So-called "fast track" authority for trade agreement 
implementation has been successful in the past for approving the 
most important and comprehensive multilateral and free trade 
agreements in our history for two main reasons: First, there was 
bipartisan cooperation and broad support in the Congress and with 
Democrat and Republican Administrations, as well as general 
consensus within the private sector, on the need and objectives 
for trade negotiations and on the procedures that would apply for 
their approval . Second, Congress and the private sector were 
consulted and advised throughout the negotiations and 
Congressional committees of jurisdiction drafted the implementing 
legislation in consultation with the Administration in an 
informal process which ensured that Congressional constitutional 
prerogatives were preserved. 

The principles of broad bipartisan consensus and Executive - 
Congressional partnership continue to be essential to successful 
trade negotiations and support for implementing the results. 

There are a number of important issues which need to be 
considered in formulating a trade agreement authority that will 
address the ever-evolving issues from a global economy. I 
believe we must maintain an open mind and not rule out in advance 
any particular trade -related objectives or issues, including 
labor and environmental standards, which some Members believe 
should be addressed in the trade agreement context . On a 
personal note, I believe that foreign cooperation in our efforts 
to stop illegal narcotics trade is also an appropriate issue to 
raise in the trade negotiation context. Finally, we need to 
fully consider these important matters and proceed in a 
deliberate manner if we are to develop a successful legislative 
approach that has broad bipartisan support . 

I look forward to working with my colleagues on both sides 
of the aisle toward this end. 
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Chairman Crane. Thank you, Mr. Rangel. 

Now I would like to yield to Mr. Beilenson, the ranking minority 
member on the Subcommittee on Rules and Organization of the 
House, the Rules Committee. 

Mr. Beilenson. Thank you, Mr. Chairman. 

Because we do have so many excellent witnesses to hear from 
today, I will forgo making a statement, if that is all right with the 
Members. My opening statement is submitted for the record, if I 
may, Mr. Chairman. 

Chairman CRANE. It shall be. 

Mr. Beilenson, I say only at the outset that I, too, have been 
and continue to be a strong supporter of fast track. I agree with 
my friend, Mr. Dreier’s comments about PAY-GO and the problems 
that, unnecessarily, we believe, it causes us with respect to fast 
track. 

I must say I also strongly agree with my friend, Mr. Rangel, with 
respect to environmental standards and matters regarding labor, 
too, and hope that we can discuss those in the hours ^ead. 

Thank you very much, Mr. Chairman. 

[The prepared statement follows:] 
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OPENING STATEMENT OF CONGRESSMAN ANTHONY C. BEDLENSON 
JOINT HEARING OF THE SUBCOMMITTEE ON TRADE 
AND THE SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE HOUSE 
HEARING ON FAST-TRACK TRADE AUTHORITY 
May II, 1995 


I appreciate having the opportunity to join with our colleagues on the Subcommittee 
on Trade to begin considering the issues involved in the renewal of fast-track trade 
agreement authority. 

Since 1974, this authority has been an essential feature of U.S. trade policy. It 
provides the Executive and foreign countries with the assurance that the House of 
Representatives and the Senate will vote on implementing legislation for a trade agreement 
within a specific time frame, and without amendment. At the same time, it guarantees that 
Congress will have an advisory role during negotiations on the content of agreements and in 
the development of the implementing bill. 

Without fast-track trade authority, it is highly unlikely that the United States would 
have been as successful as it has been in recent years in negotiating more open trade 
arrangements with other nations-anangements that are providing new markets for U.S. 
goods and promoting economic growth both here at home and abroad. If we fail to renew 
this authority, we face the real likelihood that the progress we have been making through the 
expansion of trade opportunities will come to a halt. 

It is essential that we renew this authority but, in doing so, we must also seek to 
include environmental and labor issues as negotiating objectives in that authority, since both 
are inextricably linked to our trade interests. We caimot responsibly negotiate rules for the 
flow of goods and services across borders without considering the ecological consequences or 
the effects on workers that will result from those rules. 

I am looking forward to hearing from our distinguished witnesses, from whom we are 
seeking guidance in shaping the new fast-track trade authority legislation our committees will 
be developing in the coming weeks. I join in welcoming them and thanking them for taking 
the time to be here today. 
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Chairman Crane. Today, we will hear from a number of distin- 
guished witnesses, and in the interest of time, I ask that you keep 
your oral testimony to 5 minutes. Of course, we are happy to in- 
clude any longer written statements for the record. 

On our first panel are two of our distin^ished colleagues from 
the House, the Honorable Jim Kolbe and the Honorable Bill Rich- 
ardson, if you two gentlemen will take to the dais. We will com- 
mence with Mr. Richardson first. 

STATEMENT OF HON. BILL RICHARDSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW MEXICO 

Mr. Richardson. Mr. Chairman, thank you very much for hold- 
ing this very timely hearing, and to all the members of the sub- 
committees, especially Mr. R^gel in his new role as ranking mem- 
ber of this subcommittee. 

Mr. Chairman, I have eight quick points to make as you consider 
fast track authority. No. 1, it is important to keep the momentum 
going for the United States engaged in trade negotiations. This 
hearing is very timely. It is important that you move fast on what- 
ever decision you make on fast track authority. I believe the peso 
crisis has subsided. That, obviously, had dimmed a lot of the luster 
for quick movement on any arrangement in Latin America, any ar- 
rangement related to trade. I thiim your timing is good and I urge 
you to move to keep the momentum, to send a signal to the world 
that the United States is engaged, is international, and is not in 
a period of retrenchment, as some have suggested. 

No. 2, I think it is important that we keep trade issues biparti- 
san. I think we have. NAFTA and GATT, (^neral Agreement on 
Tariffs and Trade, passed with strong bipartisan support. It is im- 
portant to recognize that this is key to getting any agreement or 
any fast track authority passed. 

Mr. Chairman, I think we should also bear in mind that this ad- 
ministration has done a good job on trade. They have negotiated 
agreements. They have negotiated serious concerns of the Amer- 
ican people, like in NAFTA, the side agreements on trade, the envi- 
ronment, and worker rights. I think they are doing a good job with 
Japan right now. I would hope that we do not have a trade war, 
and I would hope that we end up without a damaging situation 
where the U.S. bilateral relationship with Japan, which is very im- 
portant, is damaged. But I think they are moving in the right di- 
rection, and as you consider fast track authority, I think this ad- 
ministration deserves some flexibility, but not a blank check. 

No. 3, Mr. Chairman, I think these subcommittees should in- 
crease their oversight of the side agreements on NAFTA, including 
environmental provisions, worker rights, NAD, North American 
Development Bank, and on some of the other issues that were ne- 
gotiated separately from the treaty. I have a sense that they are 
not going as well as they should, that some of these entities that 
involve oversight of environment and worker rights and many 
other issues are not getting the proper funding and oversight, and 
I would urge you to do that. Despite these challenges, I think these 
side agreements are a model to what you might consider doing in 
the days ahead with fast track. 
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No, 4, I think it is critically important that you address Chile. 
Chile has been waiting now for 4 years without any agreement. 
They have been promised negotiations. I know this is going on. But 
I think to renew fast track authority without a special cognizance 
of this country, which is key in the Southern cone, which is a 
fnend, which has a market economy, and yet has been deferred by 
two bipartisan administrations, is a mistake. 

In the same vein, as part of the NAFTA commitment, I urge you 
to deal quickly with Caribbean parity. I think that is part of a 
NAFTA promise that we need to fulfill. 

Mr. Chairman, also, let us not forget the impetus that the Sum- 
mit of the Americas had on trade, on the American presence in 
South America. If we delay, if we hold back, all of those promises 
made at the Miami summit will not be taken seriously, so I hope 
we move ahead very soon. There is movement in free trade going 
on everywhere in our hemisphere, including MERCOSUR countries 
which we should encourage. 

Mr. Chairman, worker rights and environmental concerns are 
important, I think that you should report language that gives the 
administration flexibility to deal with these concerns. I do not be- 
lieve that they have to be part of the fast track law, but the prece- 
dents set by the side agreements on NAFTA are the way we should 
go in any future agreement. 

You might consider putting language in the lemslation that the 
United States, not just in bilateral a^eements but at the WTO, 
World Trade Organization, and other international forums, to sig- 
nal that we consider these issues extremely important. They will 
be included with Chile. Perhaps the only concern I would have with 
Chile now is that they need to be further along on an environ- 
mental infrastructure to enforce their laws. 

Mr. Chairman, my final point is that it is critically important 
that Congress have a role. We should not ^ve the administration 
a blank check; we should give them flexibility. We represent the 
people, and I think it is important that it be a joint effort, a part- 
nership. This has not entirely been the case in the past. 

But I do think that we need to move soon. I think to not move 
on a swift basis is going to send a negative signal to the inter- 
national trade community. I do think that it is important that we 
move with Chile. It would be very damaging to the hemispheric 
and bilateral relationship if we do not. 

We should urge the administration to work in partnership with 
us. I am a little distressed that they do not appear yet to have a 
strategy for fast track. They should. It is important to do this on 
a bipartisan basis. I remain encouraged. 

Let me close, again, Mr. Chairman, by thanking you for this ef- 
fort and commending everyone on this panel for the excellent role 
they have had on trade on a bipartisan basis. I am not going to 
name everybody, but they obviously know. But to both of you mem- 
bers of the majority that have moved aggressively on this front, I 
commend you. I urge you to keep the momentum going and move 
vew soon. 

Chairman Crane. Thank you, Mr. Richardson. 

Mr. Kolbe. 
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STATEMENT OF HON, JIM KOLBE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARIZONA 

Mr. Kolbe. Thank you very much, Mr. Chairman, and I will echo 
much of what my colleague said, though we will differ somewhat 
on some issues. 

I have a fuller statement, which I have submitted for the record. 
I will make my remarks brief. 

I also want to commend both of you for holding this historic 
meeting. To have this joint session of the two subcommittees on 
this subject certainly bodes well for the prospects of getting this 
kind of legislation through, to be working cooperatively rather than 
sometimes at cross purposes. 

I think it is important for the Congress to promptly grant the 
President fast track negotiating authority. Our immediate goal is 
to enable Chile to gain quick accession to NAFTA and to tsie the 
next step toward the development of a hemispheric fast track com- 
munity. That is the promise of the hemispheric historic Summit of 
the Americas meeting in Miami last December. 

Let me first say a word about trade as a goal, a bit about Chile 
and South America, and then about the issue of other objectives in 
trade negotiations. 

Increased trade is imperative if we are going to improve the 
American standard of living and create high-wage jobs. Our econ- 
omy is increasingly reliant on the world economy as a source of eco- 
nomic growth, of job creation and rising national income. In fact, 
in the last 5 years, U.S. export growth has accounted for 50 percent 
of total U.S. economic growth. The United States is the largest ex- 
porter in the world, $512 billion in U.S. exports last year. In fact, 
one-third of our GDP now depends entirely on our ability to do 
business with other nations. We can ill afford to ignore the increas- 
ing importance of trade to our economic future. 

Now, a word about Latin America and Chile. Failing to proceed 
with Chile’s membership in NAFTA in a timely fashion would, I 
think, be unfortunate for Chile. It has so long been qualified for 
partnership in a free trading relationship with the United States. 
Moreover, because of the commitments that we have made to Chile, 
failure to move ahead would damage our credibility in the hemi- 
sphere and deal, certainly, a very sharp setback to prospects for 
meeting the timetable of hemispheric free trade that was con- 
templated by the Miami summit. 

Such a result would be, I think, disastrous, economically as well 
as politically. If the dream of hemispheric free trade evaporates, 
the United States risks losing much of the market that is open to 
us in Latin America. Coxmtries in Latin America are already form- 
ing overlapping regional alliances. Trade within these groups has 
grown at a staggering rate. Latin American exports to other des- 
tinations in the region have increased nearly 100 percent in real 
terms since 1982. 

As might be expected, the relative importance of the U.S. market 
to Latin America has declined slightly, given the growth rate of 
both global as well as regional trade. If we do not pursue the hemi- 
spheric free trade in a timely fashion, we could find that by the 
time we do act, Chile and other Latin American countries may 
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have little desire or little need to feel they should negotiate with 
the United States. 

Importantly, Chile's membership in NAFTA would also be a very 
visible acknowledgement of the dramatic way it has restructured 
both its economy and its political system by entrenching democ- 
racy. In the early eighties, the midpoint of the Pinochet era, Chile 
was hit by a 90-percent devaluation of the currency over 12 
months, a collapse in international copper prices, and the failure 
of its domestic banking system. Chile went through an economic re- 
cession, more intense in relative terms than our own Great Depres- 
sion. 

Chile responded by decisively overhauling its economy, sweeping 
deregulations and tax cuts, tax simplifications that ease market 
entry for thousands of small and midsize firms, the process that 
rapidly broadened Chile's economic pace. A low uniform tariff was 
introduced. No indust^ — ^no industiy — ^was kept under a strategic 
umbrella, deserving of special protection from international com- 
petition. Economic liberty led, as it always will, to demands for po- 
litical reform. Political opposition to General Pinochet was ener- 
gized and eventually overturned his rule at the ballot box. 

Over the past decade, Chile's gross domestic product has grown 
by an average of 6 percent a year, and in the most recent 3 years, 
posted an average annual growth rate of 7.1 percent. During this 
period, it achieved an annual savings rate of 25 percent, far above 
all OECD, Organization for Economic Cooperation and Develop- 
ment, countries. Chile, of course, has privatized its Social Security 
system. As a result, the assets of Chile's private pension plans are 
equivalent to 50 percent of the countp^s annual GDP, a fiscal re- 
sult certainly preferable to the precarious condition of our own So- 
cial Security system. 

We ought to ^ve some thought to rewarding Chile for these eco- 
nomic and political reforms, and membership in NAFTA would be 
a highlight to all of Latin America for the discipline and the tough 
choices that Chile has made to get it where it is today. 

Last, on the issue of environmental and labor objectives, granting 
fast track authority to a President requires shared commitment to 
certain trade goals between the President and Congress. Since 
1974, there has been bipartisan support for the President of either 
party to have broad authority to negotiate international trade 
agreements. 

However, given this administration’s repeated statements that 
they want to include labor and environmental issues in trade nego- 
tiations, it is my view that the fast track authority should be writ- 
ten by these subcommittees in a way that is fairly narrow and pre- 
cludes the possibility of actually having negotiations on these is- 
sues that are part of the trade negotiations. 

Environmental protection ana protection of labor rights are 
certainly important foreign and social policy objectives for this 
country, but they should be pursued in alternate negotiations. I do 
not believe they should be tied to trade. Just as it devalues trade 
to tie it to peripheral issues, it denigrates the importance of efforts 
to protect the global environment, to wrap them around tariff 
schedules. 



18 


The benefits of free trade are clear. Because of the strides we 
have made in opening markets around the world and opening our 
own market, American companies have more opportimities to sell 
their products and American consumers are better off. Free trade 
serves the crucial function of consolidating economic and political 
liberalization. 

Chile is almost certainly going to continue on that course. How- 
ever, other nations that aspire to free trade relationships with the 
United States may rest on less stable political foundations. Admit- 
ting Chile to NAFTA and then moving purposely to expand free 
trade to other countries in the hemisphere would make conditions 
increasingly more hospitable for political and economic liberaliza- 
tion. Passage of fast track negotiating authority is critical to con- 
tinuing that process. 

Thank you, Mr. Chairman, for the opportunity to testify. 

[The prepared statement follows:] 
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Testimony of the Honorable Jim Kolbe 
SubcommttlM on Trade of CommfttM on Ways and Means 
Subcommittee on Rules and Organization of the House of Committee on Rules 
May 11, 1994 


Introduction 

Thank you very much for the opportunity to testify today. I want to 
commend Chairmen Crane and Oreier for their leadership on this very 
important piece of legislation. 

I believe it is important for Congress to act promptly to grant the President 
fast track negotiating authority. Our immediate goat is to enable Chile to 
gain quick accession to the North American Free Trade Agreement 
(NAFTA) and take the next step toward development of a hemispheric free 
trade community. This was the clear mandate of the historic Summit of the 
Americas meeting in Miami last December. But we are not seeking this 
legislation simply to pursue a foreign policy objective, enhanced trading 
opportunities are critical to the economic future of our own country. 

We must stay focused on our objective - to promote trade. We must not 
allow our trade policy to become a vehicle for non-trade related foreign 
policy objectives, such as labor and the environment. This is a prescription 
for ill-will, mistrust, and failure. Protection of the environment and labor are 
certainly worthy and important foreign policy objectives. But, they should 
be pursued in separate negotiations, not tied directly to trade agreements. 
The history of such agreements - from international labor Conventions 
stretching back over a half century to the more recent Montreal Protocol on 
CFCs - bear out the validity of this approach. 

Simply stated, trade is a goal to be valued in and of itself; to make it 
conditional on constantly changing political and cultural circumstances only 
devalues it. 

Importance of Enhanced Trading Opportunities 

Increased trade is imperative if we are going to improve the American 
standard of living and create high-wage jobs. Though we have never had 
a self-contained economy, there was a time when we were more self- 
reliant. Now, our economy is increasingly reliant on the world economy as 
a source of economic growth, job creation, and rising national income. In 
fact, in the last five years, U.S. export growth has accounted for about 50 
percent of total U.S. economic growth. The United States is the largest 
exporter in the world, with nearly $512 billion in U.S. exports last year. In 
1970, the value of all trade - both goods, services, and investment 
earnings and payments abroad - amounted to 14 percent of our Gross 
Domestic Product (GDP); by 1994, that figure had doubled to 28 percent of 
GDP. Moreover, the U.S. Trade Representative's office has estimated that 
trade will continue to grow in importance and account for 36 percent of 
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GDP by 2010. That means that, in 15 years, more than one-third of our 
standard of living will depend entirely on our ability to do business with 
other nations. We can ill afford to ignore the increasing importance of 
trade to our economic future. 

Importance of Latin America 

Let me speak briefly about Latin America and Chile. Failing to proceed 
with Chile's membership in a timely fashion would be unfortunate for the 
country that has long been qualified for partnership in a free trading 
relationship with the United States. Moreover, bemuse of past 
commitments we have made to Chile, failure to move ahead would 
damage U.S. credibility and leadership in the hemisphere and deal a sharp 
setback to prospects for the hemispheric free trade contemplated by the 
Miami Summit. 

Such a result could be economically disastrous. If the dream of 
hemispheric free trade evaporates, the U.S. risks losing as much as Latin 
America. Countries in Latin America already are forming overlapping 
regional alliances. Trade within these groups has grown at a staggering 
rate. Latin American exports to other destinations In the region have 
increased nearly 100 percent in real terms since 1982. As might be 
expected, the relative importance of the U.S. market to Latin America has 
declined slightly given the growth rate of both global and regional trade. If 
we do not pursue hemispheric free trade in a timely way. we could find that 
by the time we do act. Chile and other Latin American countries may have 
tittle desire, or need, to negotiate with the United States. 

Chile 

Importantly, Chile's membership in NAFTA would also be a very visible 
acknowledgement of the dramatic way it has restructured its economy and 
entrenched democracy. We should reward such changes. 

In the early 1980s - the midpoint of the Pinochet era - Chile was hit by a 
90% devaluation of the currency over 12 months, a collapse in 
international copper prices, and the failure of the domestic banking system. 
Chile went through an economic recession more intense in relative terms 
than our own Great Depression. 

Chile responded by decisively overhauling its economy. Sweeping 
deregulations and tax cuts and tax simplifications eased market entry for 
thousands of small and mid-sized Arms, a process that rapidly broadened 
Chile's economic base. A low, uniform tariff was introduced. No industry 
was kept under a "strategic" umbrella, deserving of special protection from 
international competition. Economic liberty led, as it always will, to 
demands for political reform. The political opposition to General Pinochet 
was energized and eventually overturned his rule at the ballot box. 

Over the past decade, Chile's gross domestic product has grown by an 
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average of six percent a year, and in the most recent three years, posted 
an average annual growth rate of 7.1%. During this period, it achieved an 
annual savings rate of 25% - a rate far above most OECD countries Chile 
has even privatized its social security system. As a result, the assets of 
Chile's private pension plans are equivalent to 50 percent of the country's 
annual GDP of slightly more than $40 billion - a fiscal result certainly 
preferable to the precarious condition of our own Social Security system. 

I think we should reward Chile for its economic and political reforms. 

Chile's membership in NAFTA would highlight for all of Latin America the 
discipline and tough choices that have been required to put Chile where it 
is today. 

Regarding NAFTA and Mexico's Recent Problems 

A word of caution. NAFTA's opponents will use the Chile debate to fight 
the NAFTA war all over again. They will cite Mexico's devalued peso, a 
costly assistance package, and a worsening U.S. trade balance. Well, the 
fact is, the financial near-meltdown in Mexico had nothing to do with 
NAFTA; the benefits of free trade with that country remain as important as 
ever. Indeed, one could argue they are more important today than before. 

Mexico's financial crisis was caused by an overdependence on foreign 
capital and protracted overvaluation of the peso. When a bungled 
devaluation caused investors to flee and the peso began to free fall, the 
government needed outside assistance to prevent a default. Far from 
worsening the crisis, NAFTA prevented Mexico from resorting to the 
standard solution of developing countries in crisis; imposing import 
barriers, restricting capital movements, and limiting economic activity. 
Instead, Mexico has adopted an austerity program that, while reducing 
short-term living standards in Mexico, avoids the catastrophic long-term 
economic consequences of closing its economy to international 
competition. The recent example of Mexico, if anything, makes the case 
for institutionalizing hemispheric free trade. 

Now, Mexico's economy is showing some early, hopeful signs of 
improvement. The peso has risen from a low of nearly eight to the dollar to 
just under six, suggesting that Inflation will not deepen. By cutting 
domestic demand so drastically, Mexico has cleared a path for a more 
stable economy and a return to growth in 1996. One obvious implication of 
this projected growth is that this year's likely trade deficit with Mexico of 
$12-15 billion is unlikely to persist and that our exporters will again enjoy 
the opportunities which we sought from NAFTA. 

To repeat: to use Mexico's woes as an argument against free trade, and in 
particular, free trade with Chile, is simply wrong and irresponsible. 

Use of Trade Policy to Achieve Environmental and Labor Objectives 

Granting fast track authority to a president requires shared commitment to 
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certain trade goals between the president and Congress. Since 1974, 
there has been bipartisan support for the president of either party to have 
broad authority to negotiate international trade agreements. However, 
given this Administration's repeated statements that they want to include 
labor and environment issues in subsequent trade negotiations. I believe 
fast track authority should be narrowly written to explicitly preclude this 
possibility. 

As I said at the outset of my testimony, environmental and labor protection 
may be important foreign policy objectives but they should be pursued in 
alternate negotiations, not tied to trade. Just as it devalues trade to tie it to 
peripheral issues, it denigrates the importance of efforts to protect the 
global environment to wrap them around tariff schedules. 

Conclusion 

The benefits of free trade lie in the increased opportunities to seek markets 
for goods and services, and in improved economic efficiency. Because of 
the strides we have made in opening new markets around the world and in 
opening our own market, American companies have more opportunities 
around the world to sell their products and they are becoming increasingly 
more competitive. American consumers are also better off. Enhanced 
trade translates into higher national income, higher real wages for 
American workers, and lower prices for American consumers. 

Finally, free trade serves a crucial function of consolidating economic and 
political liberalization. Chile will almost certainly continue on that course. 
However, other nations that aspire to free trade relationships with the 
United States may rest on less stable political foundations. Admitting Chile 
and then moving purposefully to expand free trade to other countries in the 
hemisphere would make conditions increasingly more hospitable for 
political and economic liberalization. Simply stated, prompt passage of fast 
track negotiating authority is critical to continuing that process. 

Thank you again for the opportunity to testify today. 
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Chairman Crane. Thank you for your testimony. 

Now we will proceed with questions, starting with Mr, Dreier. 

Chairman Dreier. Thank you very much, Mr. Chairman, 

Thank you, gentlemen, for your very fine testimony. I appreciate 
the opportunity to continue to work with you on trade issues, as 
we have in the past, on the NAFTA and Chma, the Uruguay round, 
and a wide range of other issues. 

Let me step heyond Chile for a moment and ask you about the 
timeframe that you would envisage for other countries in Latin 
America to become part of the NAFTA, for either of you to com- 
ment on. Bill. 

Mr. Richardson, I would say that, this year, this calendar year, 
I would hope that negotiations are completed on Chile and on 
NAFTA, and that we can vote on the aCTeement perhaps early next 
year. I think that is possible. I think tne Chile negotiations can be 
wrapped up rather quickly. I do not see many areas of difference. 

Caribbean parity may be something that is determined more by 
the schedule of the Congress, because of the overload we have here, 
I think we need to do those, too. 

Then, I would say that over the next 5 years, the administration 
should have enough flexibility to start other agreements. In the 
Southern cone, Argentina, Uruguay, and Brazil are now taking 
some constructive stances, even though last year they did not ap- 
pear to be very helpful. There is recognition that Latin American 
countries are moving on their own, also. 

I would say that the Central American countries, as a block, 
might be considered next. I also think consideration should be 
given to a bilateral agreement with Argentina. 

I think to get into a situation where you are picking and choos- 
ing and rewarding rather than allowing the hemisphenc leaders to 
come to a conclusion is not the way to go. What I think we need 
to do is encourage the leaders of the hemisphere to adopt a strate- 
gic plan. While they have not done that, I think many of them are 
waiting for us to get our fast track movement settled here. 

But I just think, Mr. Dreier, that it is best that we move soon. 
Otherwise, this impetus, this opportunity that we have, is going to 
be lost. 

Let me just close by saying there is talk that we will have free 
trade aOTeements in the future, possibly with Europe. Now, be- 
cause of agricultural subsidies and other problems, this looks like 
it is not feasible at this very moment, I remember when Jim Kolbe 
and I and others talked about NAFTA 5 years ago and people 
would laugh at us, but it is possible, too, that we may move into 
free trade arrangements with Europe. 

My point is that we should give some flexibility, but I guess 
where I would only disa^ee with my colleague is that I think 
worker and environmental rights should be part of some kind of 
signal that you send to the negotiators. Whether it is in the body 
of the law or not, they should be encouraged to pursue side agree- 
ments on these issues. 

Chairman Dreier. The only reason that I pursued this time- 
frame issue is that there is a sense with MERCOSUR and other 
potential arrangements made in South America, that we conceiv- 
ably could see some competition that would exist between North 
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and South America on that route, and that is why I was just won- 
dering about that. 

Mr. Richardson. Mr. Dreier, if I might respond, I think it is 
probably a little bit premature to pick out the exact timetable. The 
foreign ministers and trade ministers will be gathering in Denver 
in June of this year to try to do the next step after the Miami sum- 
mit, which is to lay out the specific game plan of timetables as to 
how we are going to proceed, and I think we need to wait for that 
meeting to t^e ^ace. 

But, certainly, looking down the road to the other MERCOSUR 
countries is probably the next likely area that we would be wanting 
to focus on. 

Chairman Dreier. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman Crane. Thank you. 

Mr. Rangel. 

Mr. Rangel. It seems to be one of the areas that we are going 
after as to what authority in the area of environmental and Tabor 
cases will be included in the fast track. The chairman has just 
shared with me that he has no oWection to these issues if they are 
directly related to trade, and, of course, I added in my opening 
statement narcotic trafficking, because notwithstanding the diplo- 
matic resistance to this, I do not see how you can expand trade 
without thinking that the traffickers are going to take advantage 
of the increase in commercial trafficking for their own ends. 

Jim Kolbe, at what point do you think that labor issues and envi- 
ronmental issues are directly related to a trade agreement, if at 
all? 

Mr. Kolbe. I think your question is certainly a fair one, and it 
is true that if a provision is being used, either a labor provision or 
an environmental provision in the law is being used as a direct im- 

C ediment to trade, in other words, if it is being erected as a barrier 
y a county, then that is an issue that needs to be addressed. 

But I think it is inappropriate to try to take the larger, broader 
environmental standards or labor standards, and as you know, Mr. 
Rangel, the United States does not adhere to nearly as many of the 
ILO, international labor organization, conventions because of our 
own Federal system, we do not adhere to many of the ILO conven- 
tions that other countries do adhere to, and there is a logical rea- 
son, as I said, for that, because of our Federal system. 

So I think it is just inappropriate for us to say that trade has 
to be tied to a certain degree, a certain passage, or a certain level 

of performance in protection of child lemslation 

Mr. Rangel. Let us take it all off the table and just suggest to 
me 

Mr. Kolbe. I am sorry? 

Mr. Rangel. Let us take it off the table, it is not relevant, but 
then suggest to me, where could it possibly be directly related to 
trade agreements? 

Mr. Kolbe. Again, I would just put it in the more general terms, 
Mr. Rangel, and that is if a country enacts either an environmental 
or a labor standard as a direct barrier to closing their market, as 
a direct means of closing their market, a direct barrier to trade, 
that is appropriate for us to address in a trade negotiation. 
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Mr. Rangel. The question of narcotic trafficking, as we increase 
trade with a county, should that ever be on the table? 

Mr. Kolbe. I think narcotic trafficking should always be on the 
table. However, I am not sure in the context of inside of a trade 
agreement that it makes any sense. 

Mr. Rangel. I am talking about the people who are drafting a 
trade a^eement. Of course, it should always be on the table. We 
are talking about fast track in a trade agreement. 

Mr. Kolbe. I am not sure I can envision how a specific narcotic 
arrangement or provision on drug trafficking would be a part of a 
trade agreement. 

Mr. Rangel. Mr. Richardson. 

Mr. Richardson. Mr. Chairman, I think there could be instruc- 
tions that at a time that we are negotiating a simultaneous trade 
agreement, a fast track authority, that we have parallel negotia- 
tions on narcotics. I think your work in this area is recomized. 
Having seen what happened in Mexico, we probably should have 
dealt with the narcotics issue a little stronger tban we did. 

My point is that I think this administration has been adept 
enough in dealing with these issues in side agreements. Now, these 
were side agreements to the treaty. That is now we voted on it. 1 
think this can be done in the future. 

The World Trade Organization, by the way, does have a strong 
link between trade and the environment. They have an entity that 
is supposed to, for all nations, deal with linkages between trade 
and the environment. 

But I think you can do it on a parallel basis. That is my answer. 

Mr. Rangel. Thank you, Mr. Chairman. 

Chairman Crane. Thank you. 

Mr. Hancock. 

Mr. Hancock. No questions. 

Chairman Crane. Mr. Ramstad. 

Mr. Ramstad. No questions. 

Chairman CRANE. Mr. Beilenson. 

Mr. Beilenson. No questions. 

Chairman Crane. Mr. Zimmer. 

1^0 response.] 

Chairman Crane. Ms. Dunn. 

Ms. Dunn. Thank you, Mr. Chairman. 

Gentlemen, I had hoped to have a chance to ask Mr. Gephardt 
these questions, and I would hope that, at some point, Mr. Chair- 
man, we would have a chance to talk directly wiui representatives 
of the administration about their views. 

But I would, gentlemen, like to address a question to you. If you 
would give me your point of view, it would be veiy help^. During 
the N^TA debate, the administration dismissed suggestions that 
the environmental side agreements and the supemational bureauc- 
racy established to enforce it migd^t impinge on U.S. sovereignty, 
l^is is an issue I run into a lot at home. 

The recent threat by a coalition of environmental groups to bring 
suit against the United States if the President fails to veto certain 
rescissions in the environmental spending area appears to confirm 
the worst fears r^arding the extent to which these agreements 
could be used to thwart U.S. domestic political processes. At the 
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same time, another environmental coalition is seeking a review of 
U.S. logging practices by the North American Commission for Envi- 
ronmental Cooperation. 

In light of these two developments, what is your sense about a 
more detailed answer to the questions that have been raised re- 
garding U.S. sovereignty, and do you have any sense about what 
the administration’s plans are to ensure that tne agreements can- 
not be used in any way to undermine the sovereignty of the United 
States? 

Mr. Kolbe. I would have to defer to the administration to an- 
swer the part of the question as to what they intend to do about 
it. You have absolutely highlighted the danger. That is true of any 
agreement that you have, that a country or a group can use it if 
they choose, or tJiey can try to use it as a tool to try to change the 
policy here in the United States or to undermine the agreement. 
It is my view that those kinds of attacks on U.S. labor or environ- 
mental laws should go nowhere because of what I would regard as 
some spurious attempts to undermine it. 

It is true, also, you mentioned, too, in the environmental area, 
and it has also been true in the labor area, where labor unions 
have filed claims against U.S. companies doing business in Mexico 
for violation of labor laws when, of course, they are complying fully 
with Mexican labor laws. It is up to Mexico to decide whether they 
are or not, not up to a NAFTA panel gproup to make that decision. 

There is going to be some testing of the waters initially, and I 
think that is what we are seeing. I would hope that these would 
get taken care of very quickly and not become a serious impedi- 
ment to NAFTA implementation. 

Mr. Richardson. Ms. Dunn, I would think the sovereignty issue 
is manageable, although, as we all know, in the World Trade Orga- 
nization, that became an issue as we debated GATT. I think we 
strongly can retain our sovereignty. I think we have enough people 
in the administration that can ensure that. 

But I think the positive side is that you do have labor unions and 
environmental groups wanting to enforce what was agreed upon. 
But I have to be honest with you. On these environmental side 
agreements, I hope we are doing a good job, but I am not sure what 
we are doing. We have offices in Canada, Mexico, and the United 
States to enforce the environment. We have this North American 
Development Bank. My understanding is that they are under- 
funded, they have not started yet. I do not know what all these 
commissions are doing. I just hope that they are doing tJieir job of 
respecting the environmental views, and others, like yourself that 
want to make sure we are doing the right thing. 

While I am not saying these lawsuits necessarily are all healthy, 
proper oversight needs to take place on these agreements that we 
have reached. 

Ms. Dunn. Thank you, gentlemen. 

Thank you, Mr. Chairman. 

Chairman Crane. Mr, Matsui. 

Mr. Matsui. I want to thank both witnesses for their testimony. 

I would like to ask you, Jim, a couple of questions, and I think 
both of you have indicated you want bipartisan support of any fast 
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track extension, and I think everybody on both panels here would 
like to see that as well. 

Obviously, the administration has the position, and I understand 
Ambassador Kantor will test^ ne^ week — he was not able to this 
week because of the Japan discussions and what is going on tiiere. 
I think the key to getting a bipartisan agreement will be in the 
area of negotiating objections, obviously. Labor and environment 
hung it up last year and we were not able to attach it to the GATT 
legi^ation. 

You believe it is wise, and I know your testimony indicated you 
support that, but to specifically prohibit the executive branch of 
government from negotiating labor and environment. Should it not 
be just kind of a clean bill, perhaps with n^otiating objectives but 
not with specific mandates one way or the other? If you prohibit 
labor and the environment, then you can get into human rights, 
say we prohibit discussions on human rights, drug trafficking. 

Should not that be conditioned upon me nature of the times, the 
proximity of the country? In Mexico, perhaps labor and environ- 
ment were critical issues. Perhaps in Chile, Brazil, they would not 
be such critical issues because they are not contiguous with the 
United States. So do you think it should be perhaps a provision 
that has no conditions or no prohibitions, particularly, on the ad- 
ministration? 

Mr. Kolbe. Mr. Chairman, I think by the very thrust of your 
question, Mr. Matsui, you have demonstrated why you are such a 
skillful legislator and negotiator, as you talk about the nuances 
and how we would finesse this issue. You are much more skillful 
than I am at that. 

I think you are probably correct There may be a way to do it 
that satisfies both sides, but I think there has to be an imderstand- 
ing on the administration’s part that there will be on our side, and 
I really cannot speak for the Republican side, but I think that I 
probably capture the sentiment of most of the Republicans, and 
that is that an attempt to really tie those into an agreement would 
cause real problems for us, £md, I think, sink the agreement from 
the outset. 

So whether or not you write it in or whether there is a verbal 
understanding of this, I think we need to proceed on that basis. 

I did not say earlier, but I do think that the fast track authority 
should be broad, geographically. It should be broad in terms of the 
issues, not just related to bilateral negotiations with Chile but also 
to deal with the unfinished things of the Uruguay round of GATT, 
such as investment, financial services, some loose ends to tie up on 
intellectual property rights. It should be of enough length of time 
to go beyond this term of this President, to go certainly more than 
1 year of time, because some of these negotiations are going to take 
more time than that. 

So I am for a very broad authority to the President. I just would 
like to keep it to trade negotiations. 

Mr. Matsui. I appreciate your comments, but if there is a skilled 
legislator in this room, it is you, Mr. Kolbe, and I want to congratu- 
late you for all your efforts over the years, and particularly in the 
last couple of years. I appreciate it very much. 
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One thing that I know the subcommittees will not be able to deal 
with because of the politics, but do you feel that sometime in the 
future we are going to have to eventually look at fast track author- 
ity permanently for the executive branch, Democrat or Republican? 
It seems to me that it is almost weakening the Presidency inter- 
nationally by having us come here every 3, 4 or 7 years and seek 
new authority. It seems like this should be part of the executive 
branch’s authority 

Mr. Kolbe. I would certainly favor that. I mean, as long as you 
have the process where the negotiation has to take place simulta- 
neously with whomever the countries you are negotiating or the 
groups you are negotiating with and Congress at the same time, so 
they are complete^ involved with it, I see no reason why we have 
to come back each time to get this approval to go on to one phase 
or one particular negotiation. 

Yes, I would favor something, certainly, perhaps with a sunset 
to it, that every 5 years it must be renewed or something like that, 
but there has to be something that is a broader kind ot authority. 

Mr. Matsui. Thank you. I thank both of you. 

Chairman Crane. Ms. Waldholtz. 

Ms. Waldholtz. Thank you, Mr. Chairman. 

Gentlemen, I think it is very clear that we need to come up with 
some sort of mechanism to allow the United States to compete ef- 
fectively in the world marketplace so that nations dealing with us 
know that the President has the authority to do what he is doing 
and that we will act promptly. 

My concern is that the recent economic problems experienced by 
Mexico after signing NAFTA has eroded some of the public’s con- 
fidence. Perhaps in the process, not simply in that particular agree- 
ment. It has raised concerns about whether we really know what 
we are doing as we enter into these agreements. Even the name 
“fast track” gives the public some concern that we are doing things 
in a way that, perhaps, does not reflect the care that they expect 
of the deliberative process. 

Leaving aside the argument as to what happened in Mexico, I do 
not want to get into that at this point, are there some procedural 
safeguards that we can structure into fast track authority on which 
the public can rely in having confidence that this procedure, in- 
stead of being a quick procedure, as the name implies, actually 
gives the public confidence that we are doing the necessaiy review 
to know exactly what we are entering into at the time the Congress 
approves it? 

Mr, Richardson. Let me say that I think that is an excellent 
suggestion. I think you are absolutely right. There has been an ero- 
sion of public confidence in trade, the internationalist process, and 
the peso crisis was the reason for this. This is why, before you ar- 
rived, I commended the subcommittees for holding this hearing at 
this time, in effect, waiting for the peso issue to subside a bit. Al- 
though, I am not sure it is totally over; I hope so. 

But I think we must move on, and what I would endorse is that 
the subcommittees include some of the language you just said, that 
reflects public input. 

We do not have a bipartisan international support for trade. You 
try to build support for GATT and NAFTA in tne country and peo- 
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pie yawn. It is not there. There is a nativist movement in this 
country that is going the other way. So I would think we need 
stronger public education, but at the same time, there is no reason 
why, in your legislation, you cannot say things like that and find 
w^s to implement them. 

I would also want the Congress to be involved. Jim and I agree 
on a lot of things, but giving the executive breinch unlimited au- 
thority forever, I think, is not the answer. That totally cuts us out. 
I think some of the reflections that you have made need to be 
brought in, and the way we bring them in is by considering these 
agreements. 

I would say a 5-year agreement might not be too long, but an un- 
limited agreement is the kind of blank check that I do not think 
we want to give any administration, because we, as representatives 
of the people, I do believe, have a say. 

Mr. Kolbe. Your question is a superb one, and it really bears a 
lot of thinking about by the subcommittees. 

But I do disagree with my collea^e. The very nature of fast 
track does involve Congress, and I think that is what is misunder- 
stood. First of all, you clearly understand that fast track means 
anything but fast. It can be very slow, indeed. We probably need 
to come up with a different name for it. It only implies that once 
the agreement is made, it is held together as a whole and voted on 
as an entity. As you understand, the reason for that is that nobody 
wants to negotiate if it gets picked apart in Congress. So when you 
are negotiating with another country, they have to know that what 
is finally done is going to be yes or no in tne end by Congress. 

The idea of bringing some additional public hearings, additional 
public input into it, I think, is very wise. We do have an education 
process, and I hope you ask the people who are behind us when 
they get up here about that, because I do not think we are doing 
enou^ to build grassroots support for trade. As I mentioned, one- 
third of our entire wealth of this country now depends on it, and 
it is growing. It is going to be 37, 38 percent after the turn of the 
centuiy. I mean, an enormous part of our wealth depends on doing 
business with other countries. We need to continue to move for- 
ward in that area, not stand still. 

So I do not really have the answer to your question, excent that 
I do think the process does involve Congress. We are involved eveiy 
step of the way. People just need to understand the perception is 
sometimes not accurate. 

I wish I had time to answer the part about Mexico, go back to 
Mexico, but we will come back to that some other time. 

Chairman Crane. Mr. Gibbons. 

Mr. Gibbons. No questions, Mr. Chairman. I just want to pay 
tribute to the two gentlemen who are sitting out there. I think they 
are the finest example of two Members of Congress working to- 
gether. They have worked together for a long time, long before 
NAFTA, on these trade matters. They have trained themselves and 
become experts in the technicalities of all of it and they have be- 
come wonderful, enthusiastic leaders. I salute them and wish we 
had more like you in Congress. Thank you. 

Mr. Kolbe. ThanWou. 

Mr. Richardson. Thank you. 
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Chairman Crane. Mr. Neal. 

Mr. Neal. Thank you very much, Mr. Chairman. 

I have a question for our two panelists. When you speak of per- 
ception and reality in trade talks, yesterday, Mr. Kantor, who has 
enjoyed pretty good bipartisan support in this House, he said yes- 
terday in a meeting with the Trade Subcommittee that 25 percent 
of America’s world trade deficit focuses directly on our relationship 
with the Japanese over autos and auto imports. 

Let me ask you this. Do the American people have a legitimate 
gripe anywhere when we keep talking al^ut the perception, and 
Mr. Kolbe states a fascinating statistic when he says one-third of 
our economy is now dependent upon international trade agree- 
ments. But do the American people not have a legitimate gripe 
somewhere along the lines when American goods cannot be sold in 
places like Japan and places like China? 

We talk about how well-served we are by trade, and I acknowl- 
edge that Mr. Kolbe is correct, that expanding markets are good for 
our economy. But at the same time, it seems to me that there are 
an awful lot of people out there in the hinterlands and in middle 
America, in particular, that have some legitimate gripes about 
American trade practices. 

I mean, we talk about human rights in China today, and the Chi- 
nese have demonstrated no more inclination to address those 
human rights concerns as they have to try to bring down the size 
of the deficit that they enjoy, or that we have with them. 

Mv point is that I think sometimes when we talk about being in 
touch with mainstream America, the truth is that, overwhelm- 
ingly — the American people believe we have been ill-served by 
tracie practices. Now, that may be a problem of perception catching 
up with reality, but I will tell you something. It is out there and 
it is strong. 

When you hear statistics offered like the ones that Mr. Kantor 
offered yesterday, who is a man of great patience and an individual 
who, I think, has been largely successful, but there is a compelling 
truth today, and that is that when you go home and you try to talk 
about how important international trade is, there is a sense that 
we have been ill-served by the final product. 

Mr. Kolbe. If I might just respond to that, you are correct. We, 
as elected Members of Congress, I think, have some responsibility 
to lead in this area. I think the perception is that we are ill-served, 
that the United States does not get a fair shake. 

Let me make it clear that I do not believe that the United States 
is not without justification in complaining about the trade practices 
of other countries. I have never suggested that, and Japan is one 
very good example of that. I will be happy to send you some arti- 
cles and speeches that I have given on this subject. 

I have a difference over the prescription for solving the problem. 
I think we focus too narrowly on the numbers, the percentages, the 
access to particular market parts in Japan rather than the system- 
atic deregulation of the Japanese economy that needs to take place. 
The fundamental problem in Japan is the lack of a direct foreign 
investment, 1 percent versus the OECD average of 16 percent. Our 
country is around that average, of 16 percent. There is less direct 
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foreim investment in Japan today than there was when they elimi- 
nated the law that prohibited foreign investment in 1970. 

That is the fundamental problem that we have, and that is what 
we have to address in order to gain access to the Japanese market. 
It is a very systemic problem, and my fhistration with the Japa- 
nese is no less than yours or Mr. Kantor’s or anybody else. I don't 
really have the solution to it here, except that there are going to 
have to be some changes within Japan on that. 

Mr. Richardson. Mr. Neal, I will be brief. I support the adminis- 
tration’s efforts and actions on Japan. I think they reflect the views 
of many bipartisan Members of Congress and the American people. 
I also would hope that our American automakers, if we do get into 
a trade war, show some restraint in the prices of American cars if 
we are totally trying to protect the American consumer, that is the 
victim in a trade war. 

I lust hope, though, that the administration, which has been very 
skillful in going to the brink and threatening, in many cases, China 
and others, can resolve this issue with Japan, because Japan is a 
very valuable ally. I think they have to recognize that they have 
to give on this issue and that we may have to give a little. I think 
it is the worst possible outcome if we get into a trade war. Every- 
body loses. 

But I do think you are reflecting a lot of perception and reality 
on this subject. There is wide concern about market access that we 
have in Japan, but let us resolve this through the 301 tools. I hope 
we do not have to put forth some sanctions, but again, the adminis- 
tration, I think, has to be given credit for going to the brink with 
several countries and, at the last minute, at midnight, they resolve 
it. I hope this is what happens with Japan. 

Chairman Crane. I thank the gentlemen for their testimony and 
look forward to working with them both on a bipartisan basis to- 
ward our mutual objectives. 

Mr. Richardson. Thank you. 

Mr. Kolbe. Thank you. 

Chairman Dreier. Mr. Chairman. 

Chairman CRANE. Yes? 

Chairman Dreier. I would like to ask, it is now 11 o’clock, and 
as I look at the fact that we have scheduled four more panels 
ahead of us, if it would be appropriate, Mr. Chairman, if Mr. 
Bergsten and Ms. Stem could testify together, and then we have 
panels of four witnesses following that. Would that be appropriate, 
Mr. Chairman? 

Chairman Crane. I have no problem with that. Are there any 
concerns Members have? 

[No response.] 

Chairman CRANE. Then I would like to welcome Dr. Fred 
Bergsten, director, the Institute for International Economics, as 
one of our witnesses. Dr. Bergsten is the U.S. representative on 
and chairman of the Eminent Persons Group created by APEC, 
Asia-Pacific Economic Cooperation. He is also chairman of the 
Competitiveness Policy Council and he has served as Assistant Sec- 
retary of the Treasury for International Affairs under the Secretary 
of the Treasury for Moneta^ Affairs, and Assistant for Inter- 
national Economic Affairs to Dr. Henry Kissinger at the National 
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Security Council. He has authored 22 books on international eco- 
nomic issues. 

Seated next to him is the Honorable Paula Stern, president, the 
Stem Group, Inc., and former chairwoman of the U.S. Inter- 
national Trade Commission, Dr. Stem is a member of the Presi- 
dent’s Advisoty Committee for Trade Policy and Negotiations and 
the Advisory Committee of the U.S. and Foreim Commercial Serv- 
ice. She is a senior fellow at the Progressive Policy Institute. 

We will proceed first with Dr. Bergsten. 

STATEMENT OF C. FRED BERGSTEN, PHD., DIRECTOR, 
INSTITUTE FOR INTERNATIONAL ECONOMICS 

Mr. Bergsten. Thank you veiy much, Mr. Chairman. 

I am mindful that you have a large agenda today, and I will try 
to go quickly through my prepared comments. 

I start by suggesting that it is imperative that you renew fast 
track authority. Building on the major successes of recent trade 
policy that have already oeen referred to, the future opportunities 
for U.S. trade policy are immense. The United States can build on 
the free trade commitments that were made late last year to elimi- 
nate barriers in the Asia Pacific region throi^h APEC, in the West- 
ern Hemisphere through the Miami summit commitments, and it 
can pursue unfinished negotiations in the Uruguay round using the 
new World Trade Organization. 

I think all these agreements will promote the interests of the 
United States for a ve^ simple reason. Although we in the United 
States have already eliminated most of our trade barriers, most of 
our trading partners still have very large barriers — ^particularly the 
big ones in the Asia Pacific region and in Latin America, those that 
are growing fastest. So if we can implement these free trade agree- 
ments fully, it will clearly help promote U.S. economic interest. 

Picking up on the point Mr. Neal just made a moment ago, cmite 
rightly, we nave to continue pushing very hard to get rid of bar- 
riers, be it in Japan or elsewhere, to pursue our economic objec- 
tives. Renewed fast track authority is essential to enable the Unit- 
ed States to do so. 

Let me quickly tick off several recommendations for alterations 
in the earlier versions of fast track and try to go directly to some 
of the questions raised by Mr. Dreier, Mr. Matsui, Mr. I^lbe, and 
Mr. Richardson when they were here. 

First, on the Matsui/Kolbe colloquy that Bill Richardson also 
chimed in on, I would suggest the following time sequencing for 
your fast track authority in the future. First, I believe, with Mr. 
Matsui, that fast track authority should be extended on a perma- 
nent basis. The reason is that the United States will need to be ne- 
gotiating almost constantly with countries around the world, and 
any administration will be hamstrung in its ability to pursue U.S. 
economic and foreign policy interests without such authority. 

Second, the Congress should be asked to explicitlv authorize any 
major negotiation undertaken under the fast track authority. In 
other woras, give the administration authority permanently but re- 
quire it to come back to the Congress and get explicit approval to 
implement that authority in any major given case, such as the 
APEC, the Western Hemisphere, or a new round in the GATT. 
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The United States has already begun the effort to eliminate bar- 
riers in the Asia Pacific and the Americas. All these arrangements 
will have big effects on the economy. They, obviously, need to be 
approved by the Congress. If you put fast track in place perma- 
nentW, as I surest, then each approval for a specific negotiation 
should include its own termination date in order to proviue an ef- 
fective deadline for concluding the authorized initiative. 

My third recommendation goes specifically to a point raised by 
Mr, Dreier. I believe that the new trade legislation should be ex- 
empted from the current pay-as-you-go budget rules. I yield to few 
Americans, as members of the subcommittees know, in my zeal to 
deal with the budget deficit. I supported the balanced budget 
amendment, which was not popular in all quarters. I support very 
strongly the efforts by the Senate and House Budget Committees, 
announced in the last couple of days, to finally get rid of our budg- 
et deficit. But I do not see any inconsistency between zealous sup- 
port for budget prudence and exempting trade legislation from the 
PAY-430 rules. There are three reasons. 

First of all, every analysis shows that trade liberalization 
strengthens our economy and strengthens the budget. My col- 
league, William Cline at the Institute, did a paper on that last 
year. I would be happy to share it with you. 

Second, we know that requiring budget offsets in trade legisla- 
tion fundamentally conflicts with the purpose of fast track. Fast 
track intends to assure America’s trading partners that the trade 
deals negotiated in good faith will be considered promptly and on 
their merits without procedural impediments, but as we saw in 
both the NAFTA and Uruguay round experiences, that the PAY- 
GO requirements clearly create such impediments. So I believe any 
new trade legislation should take the occasion to break the linkage 
with the PAY-GO rules. 

Third, trade negotiations lead to generous legislation dealing 
with international factors and the role of other countries. Such an 
exemption, therefore, does not set unhappy or unfavorable prece- 
dents for dealing with the budget problem more broadly. 

I would quickly add three or four things I think you should not 
do in the new legislation. First, I think it would be a mistake to 
explicitly link fast track authority to negotiations on environmental 
and labor standards. Both issues are extremely important and need 
to be addressed in their own rights. At my institute, we have either 
published or will shortly be piiblishing studies on both of those is- 
sues. 

But current law already recognizes the importance of linking 
trade to labor standards and to environmental protection, so no 
new mandates on the topic are required. Moreover, trade agendas 
change over time. It would be inappropriate to condition the imple- 
mentation of fast track, particularly if you do it permanently, as I 
recommend, on any set of contemporary issues, no matter how sig- 
nificant they may seem at a riven moment. 

At the same time, a la Congressman Matsui, I agree that it 
would be wrong to explicitly reject covering any important issues. 
Leave it as it is now. They are referenced in current legislation. 
The administration of whatever stripe, I think, will be prepared to 
pursue those issues, given their importance. 



34 


Second, we should not pursue any further trade negotiations 
without fast track authority. Congress could in fact authorize a ne- 
gotiation, with Chile or another country, without fast track. The 
administration could try to ne^tiate without it. But I do not think 
it could conceivably succeed. Other governments would simply not 
negotiate if they did not know what uie story was. 

If a foreign government proceeded without fast track in place, it 
would know it could face a second bite from the U.S. Congress. If 
its officials in fact did a deal with the administration, I think they 
would hold back. They would not put their best offers on the table 
because th^ would fear Congress would then come along and ask 
for more. That means Congress would de facto become the trade 
negotiator. That is certainly a bad idea. I think, therefore, that the 
whole notion of operating without fast track should be avoided. 

You can see what that would mean in the current pending Chil- 
ean negotiation. If you had amendable legislation, some of the pro- 
tectionist interests would come in and try to carve their sectors out. 
But because Chile is small, it would be hard to mobilize the Busi- 
ness Roundtable, the gentlemen behind me, to make a strong push 
on the other side. As a result, you might not faithfully implement 
the deal done with the Chileans and you might set some very unfa- 
vorable precedents for future negotiations. 

Therefore, my bottom line is to stick with fast track. It is a prov- 
en entity. It works very well. 

Third, it would be a mistake to limit the renewal of fast track 
to Chile or any single country or any limited group, because then, 
again, you would have the narrow interests wno aid not like par- 
ticular aspects of such a deal coming in and opposing it. It would 
be harder to mobilize the broad national economic interests to 
counter and get a broadly favorable outcome from the standpoint 
of the national interest. I would recommend, if that were the 
choice, further delay on Chile rather than to move ahead either 
without fast track or with fast track limited to the single case. 

One final point. I think, as you renew fast track, it would be pru- 
dent to renew the previous procedure whereby the President starts 
the fast track clock ticking when he submits the legislation under 
the authority of fast tra^. There has been some suggestion of 
shifting that authority, perhaps to the Confess itself or elsewhere. 
I think that would be a big mistake. The Ihresidential submission 
of legislation to start the clock ticking, and, therefore, implement 
the fast track, is an integral part of that whole system and should 
not be undercut. 

The bottom line is that we have a unique concessional system 
of government. It poses unique problems for our international eco- 
nomic relationships. The Congress obviously has to play a central 
role in all these issues, but our trading partners also have a legiti- 
mate right for expeditious address of international aceements. 

Fast track is the creative solution to this problem that was 
worked out on a bipartisan basis over 20 years ago. As Congress- 
man Rangel si^gested, it has been successfully implemented on a 
bipartisan basis ever since. It is a proven success. Its renewal is 
essential. I nree the Congress to do so along the lines suggested as 
soon as possible. 

[The prepared statement follows:] 
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Thg -pf. RgP ff vai 

The past two years were the most successful in the history 
of American trade policy . The "triple play of 1993" comprised 
Congressional passage of NAFTA, the launching of a "Pacific 
economic community" via the APEC summit hosted by President 
Clinton in Seattle, and conclusion of the Uruguay Round 
negotiations in the GATT. The "triple play of 1994" included the 
APEC commitment in Indonesia to achieve free trade and investment 
by 2010/2020 among countries making up half the world economy. 
Congressional ratification of the Uruguay Round and the Miami 
summit's commitment to negotiate a Free Trade Area of the 
Americas by 2005. 

These developments represent enormous achievements for 
American trade policy, the American economy and our overall 
foreign policy. TJie lust, track legislative procedure worked out 
in 1974 made these agreements possible . It was employed 
explicitly in the NAFTA and Uruguay Round votes. Its presence 
assured the 17 other APEC countries and 33 other Western 
Hemisphere countries that they could pursue trade arrangements 
with the US Administration without facing a "second bite" from 
separate Congressional efforts. 

It , ■, l g_riaw imperative that fast track bi& renewe^i. The future 
opportunities for US trade policy are immense: implementing the 
free trade commitments in the Asia Pacific region^ and the 
Western Hemisphere, pursuing the several unfinished negotiations 
from the Uruguay Round, and using the new World Trade 
Organization to further reduce barriers on a global basis. All 
these agreements will promote the interests of the United States 
for a very simple reason: we have already eliminated virtually 
all of our trade barriers whereas most of our trading partners, 
particularly the large and rapidly growing markets in East Asia 
and Latin America, still maintain considerable protection.^ 


* The views expressed in this statement are those of the 
author and do not necessarily reflect the views of individual 
members of the Institute's Board of Directors or Advisory 
Committee. It draws extensively on the third edition of I. M. 
Destler, American Trade Politics, Washington: Institute for 
International Economics and Twentieth Century Fund, April 1995. 

^ For an analysis see C. Fred Bergsten, APEC; The Bogor 
Declaration and the Path Ahead, Asia Pacific Economic Cooperation 
Working Paper Series 95-1, Washington: Institute for International 
Economics, January 1995. 

^ See the dramatic contrast between the findings of Gary 
Clyde Hufbauer and Kimberly Ann Elliott, Measuring the Costs of 
Protection in the United States, Washington: Institute for 
International Economics, January 1994, and those of Yoko Sazanami, 
Shujiro Urata, and Hiroki Kawai, Measuring the Costs of Protection 
in Japan, Washington: Institute for International Economics, 
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More broadly, it is essential to sustain the monentuin of 
trade liberalization to avoid backsliding that could close 
foreign markets to US exports (the "bicycle theory"). Renewed 
fast track authority is essential to enable the United States to 
pursue all these objectives. 

Amending the Authority 

At the same time, experience with fast track over the past 
twenty years suggests the desirability of several alterations 
from its previous provisions. 

First, fast track authority should be extended on a 
permanent basis . Given the continuing increase in international 
economic interdependence, the United States will need to be 
negotiating almost constantly with its trading partners around 
the world. Any Administration will be severely hamstrung in its 
ability to pursue American economic and foreign policy interests 
without such authority. 

Second, the Congress should be required to explicitly 
authorize anv major trade agreement pursued by the 
Administration . As noted above, the United States has already 
begun an effort to eliminate barriers to our exports in the Asia 
Pacific region and in the Americas, and to achieve a wide range 
of access agreements in the new WTO. All these arrangements will 
have important effects on the American economy and thus need to 
be approved by the Congress. If fast track is available 
permanently, as recommended here, each approval should include 
its own termination date in order to provide an effective 
deadline for concluding the authorized initiative . 

Third, trade legislation should be exempted from the current 
”pav-as-vou~qo” budget rulesT ^ Many developing countries still 
derive an important part of their fiscal revenues from tariffs 
and are reluctant to liberalize as a result. But it is ludicrous 
for a highly industrialized country like the United States to 
resist trade liberalization for budget reasons. 

I yield to few Americans in my zeal for eliminating the 
budget deficit, indeed converting it into a modest budget 
surplus, and am a supporter of the Balanced Budget Amendment.^ 

But there is no conflict between budgetary prudence and trade 
liberalization: we all know that the latter strengthens our 

economy and thus promotes the former. We should stop wielding a 
budgetary gun to shoot ourselves in the trade foot.® 

Moreover, requiring budgetary offsets in trade legislation 
raises a fundamental conflict with the purpose of fast track. 

Its goal is to assure America's trading partners that trade pacts 
negotiated in good faith will be considered promptly by the 
Congress without procedural impediments. As demonstrated by both 
the NAFTA and Uruguay Round experiences, the "pay-go" budget 
requirements clearly create such an impediment. 

Some of the objections to renewal of fast track clearly 
relate to the inclusion of nonamendable budgetary offsets in the 


January 1995. 

^ The case is elaborated in Steve Charnovitz, "Budget Rules 
and the GATT," Journal of Commerce, March 7, 1994. 

^ See my most recent testimony "Raising the American Standard 
of Living Through a Balanced Budget Amendment" before the Committee 
on the Judiciary, United States Senate, January 5, 1995. 

® See William R. Cline, "Impact of the Uruguay Round on US 
Fiscal Policy," Institute for International Economics, March 1994. 
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recent NAFTA and Uruguay Round bills. Some objected to the 
concept of requiring such offsets. Some objected to specific 
elements of the individual fiscal packages. Any new trade 
legislation should take the occasion to break the linkage. 

Amendments to Avoid 


Past experience also counsels rejection of several other 
alterations that have been proposed from the previous fast track 
authority. 


Fourth , it would be a mistake to explicitly link fast track 
authority to. negotiations xin. environmental and labor _staQdards . 
Both issues are extremely important and need to be addressed in 
their own rights. Indeed, I believe that we need an entire new 
international environmental regime and hope that the upcoming G-7 
summit in Halifax will take initial steps in that direction.® 


But current law already recognizes the importance of linking 
trade to labor standards, and to environmental protection, and no 
new mandates on the topic are required.^ Moreover trade policy 
agendas change over time. It would be inappropriate to condition 
the implementation of permanent fast track on any set of 
contemporary issues, no matter how significant they may seem at a 
given moment. At the same time, it would be an error to 
explicitly reject the coverage of any important issues under fast 
track (as some tried to do with the environmental and labor 
topics last year) . 


Pragmatically, it is clear that an effort to include 
environmental and trade issues in this Congress would block any 
prospect of renewing fast track. The Administration was unable 
to obtain such legislation last year when its party controlled 
both Houses. It would obviously be impossible to do so now. 
Renewal of the legislation is simply too important to be held 
hostage to any such specific topics. 


Fifth, It would be a mistake to. pursue any .further _trade 
Ptqptjatipns without fast.tracjis auth grjty . Congress could of 
course authorize a specific negotiation without fast track, or 
the Administration could try to negotiate without prior 
authority. Neither course would be likely to succeed, however, 
because no country would expose itself to sequential negotiations 
with our executive and legislative branches. Any country that 
did proceed on such a basis would hold back its best offers from 
the Administration, knowing that the Congress would reopen the 
talks; the Congress would then in essence become America's chief 
trade negotiator, a distinctly undesirable (and probably 
unconstitutional) outcome. 


This issue arises currently in the context of possible 
Chilean accession to NAFTA, Some observers have expressed the 
view that a relatively small agreement of this type could be 
concluded without fast track. But the case illustrates the 
perils to which I refer: 


o amendable legislation to implement a trade accord with 
Chile would almost certainly attract amendments to bar 
liberalization in sectors where Chilean exports can 
compete in the United States, such as wine; 


^ As proposed in Daniel Esty, Greening the GATT: Trade^ 
Environment and the Future, Washington: Institute for 
International Economics, July 1994. 

See Steve Charnovitz, "How 'Fast Track' Got Derailed," 
Journal of Commerce, September 19, 1994. 
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o given Chile's size, it would be extremely difficult to 
mobilize major business groups and others to fight such 
amendments and faithfully implement the negotiated 
agreement; and 

o provisions linked to Chile in such a context could then 
become either precedents for future and much larger 
agreements or, more likely, deterrents to our achieving 
such agreements because other more important trading 
partners would realize that such precedents had been 
set . 

To its credit, Chile has indicated publicly that it will 
insist that the Administration possess fast track authority 
before it will complete any negotiation with the United States. 
The Chileans are correct and the Congress should avoid any 
temptation to authorize, or even encourage, any negotiation to 
reach fruition without fast track. 

It would also be a mistake to limit the renewal of fast 
track to Chile ^or any other single country or limited oroup of 
countries^ . The debate over such authority would inevitably 
encompass all the issues that would attend its extension for much 
broader purposes, as proponents of particular positions sought to 
establish precedents for implementing their views more broadly 
later. The same asymmetry noted above would prevail: narrow 
protectionist interests would work hard to incorporate their 
views whereas it would be difficult to mobilize the broader 
coalitions that accurately reflect overall US economic interests. 
Hence unfortunate precedents could be set that would severely 
hamper constructive US trade policy in the future. It would be 
better to delay the Chilean negotiation than to pursue it under 
"Chile only" fast track authority for, as noted above, without 
any fast track authority at all) . 

Finally, it would be prudent to renew the established 
BTocedyEg _wh^ e by_t ^ Presidej3t_st ayts . th e .fast . tr ^c H c lo gk 
tick.i n .g by . subm itting t yad Q . l egislation undgr its authority . 
Proposals to shift that authority to the Congress could 
substantially undercut the fundamental purpose of fast track: 
assuring our negotiating partners abroad of expeditious 
Congressional consideration of trade agreements they have 
concluded with the United States in good faith. Any shift in the 
power to initiate the timetable would be almost as serious as 
rejecting fast track itself. 

Conclusion 

The unique Congressional system of government in the United 
States poses unique problems for our international economic 
policy. The Congress obviously has a legitimate right to fully 
consider, and approve, all international agreements that 
significantly affect the American economy. At the same time, our 
negotiating partners abroad have a legitimate right to expect 
that their agreements with the Executive will be addressed 
expeditiously, and presumably approved, by the legislative 
branch. 

Fast track is the creative solution to this problem that was 
worked out on a bipartisan basis over twenty years ago. It has 
been successfully implemented on a bipartisan basis ever since, 
providing the vehicle for approving at least four major US trade 
negotiations (the Tokyo Round, United States-Canada Free Trade 
Agreement, NAFTA and Uruguay Round) , It is a proven success and 
its renewal is essential to pursue essential American economic 
and foreign policy interests. I urge the Congress to do so along 
the lines suggested as soon as possible. 
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Chairman Crane. Thank you very much, Dr. Bergsten. 

Ms. Stem. 

STATEMENT OF HON. PAULA STERN, PHJ)., PRESIDENT, 

STERN GROUP, INC., AND FORMER CHAIRWOMAN, UJ3. 

INTERNATIONAL TRADE COMMISSION 

Ms. Stern. Thank you, Mr. Chairman and members of the sub- 
committees. 

I appreciate the chance to present my views on fast track and 
how it will facilitate executive/legislative branch cooperation and 
foster American trade objectives. Also, I appreciate the chance to 
discuss why I believe fast track, with an expansive negotiating ob- 
jective, is a worthy expression of this Nation’s bipartisan deter- 
mination to continue as the world’s economic and geostrategic lead- 
er. 

Appropriately, you are launching these hearing in the wake of 
the 50th anniversary of V-E Day. Today’s hearings will lay the 
path for the next half-century of strong U.S. leadership. At the end 
of World War II, we, as victors, chose to incorporate our adversar- 
ies into a world economy that made the whole world better and 
stronger, and to build on these successes, we need new, long-term 
strategies for the post-cold war international economy. 

I do not intend to talk much about the procedures. I would be 
happy to answer some of that in the questions. I am here today to 
discuss the long-term aspects of this issue, not the short-term cal- 
culations, whether tactical or political. My objective is to explore 
the optimal policy positions for this Nation, wnich I think will be, 
ultimately, politically realistic and sustainable in the long term. It 
will stand the test of time, the test of economic benefit, and the test 
of the electorate. 

The trade objectives I outline today build on the successes of the 
NAFTA and expand on them to include other countries. Although 
important features of the NAFTA have been obscured lately by the 
hyperbole of both the proponents and the critics, there are many 
positive features of the NAFTA model. These include the hig^ eco- 
nomic and legal standards and the broad coverage of areas of great 
importance to the United States, such as intellectual property 
rights, investment services, labor, and the environment. They can 
be expanded beyond North America to enrich our relations with out 
trading partners all over the world. 

There are numerous topics that conceivably will be considered at 
these hearings. Already, we have heard about constitutional and 
procedural questions, and on this question that came up in the col- 
loquy earlier with Congressman Matsui, I can envision at least, i1 
not an unlimited grant of congressional authority to negotiate, a1 
least, perhaps, 9 years that spans a full administration plus. Thai 
is how long International Trade Commissioners, like myself, wert 
appointed, and that was worked out by the Ways and Means Com- 
mittee and the Finemce Committee so as to have a long-term grant 
of authority but not an imlimited one. It may be a useful numbei 
to look at. 

Also, there will be other concerns about timing of when the fasi 
track begins. The fact that the Mexican peso crisis has over- 
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shadowed some of these discussions is a concern. There are broader 
concerns involving labor and the environment. 

But the most important issue I would like to discuss is the role 
of fast track in enhancing American economic prosperity and main- 
taining America’s global economic leadership role. 

The grant of and broadening of our trade relations over the past 
50 years, based on a bipartisan consensus, has meant, to some ex- 
tent, a shrinking of our global economic dominance. That has been 
a byproduct. But that has enhanced all of our prosperity, globally 
ana here at home. 

Such a relative shrinking of our dominance, however, should not 
lead to the marginalization of American business, nor to the sup- 
planting of American influence in important areas. That is the rea- 
son why, as we fashion the fast track, it is important that we do 
not shrink the role of the Congress and the executive branch to 
stand together in speaking with one voice with other sovereign na- 
tions. 

The point that I would like to make is not only that it is impor- 
tant that we grant this authority, but what it is that we are going 
after. There are alternative strategies in negotiating with other 
countries, multilaterally, regionally, unilaterally. I think it is too 
soon to gauge the changes NAFTA has wrought, but I would simply 
say that the best answer for the stratemes for dealing with other 
countries lies right here at home, and that is building on the 
NAFTA. 

Clearly, we have enjoyed m-eat gains here at home over the past 
two generations from global expansion of trade. While I say it is 
too soon to gauge what NAFTA has wrought, it is clear that, over- 
all, this strate^ has been a win-win for American workers and 
American famines and has increased higher skilled, higher pa 3 dng 
jobs in firms serving fast-growing overseas markets. 

The point is that the NAFTA model has the advantages of being 
both more comprehensive and deeper than the World Trade Orga- 
nization rules in any of the areas that we have negotiated. 

I think we should take NAFTA globally, ultimately. The Clinton 
administration inherited the Bush administration’s re^onalist ap- 
proach to follow Mexico with Chile, and I support this initiative. 
But as a global power, the United States should be thinking of how 
to broaden the NAFTA model and apply it beyond Latin America 
to capitalize on the economic opportunities which I spell out in 
greater detail in my longer testimony. 

The United States should welcome to NAFTA all nations, regard- 
less of their geographic location, that wish to open their markets 
reciprocally to trade and to investment, and to undertake the 
NAFTA labor and environmental standards. These commitments, 
made by a growing number of nations, could eventually become the 
basis for broader multilateral agreements. 

The most serious current obstacles to discussion about a broader 
U.S. trade strategy for global leadership were examined in this 
mornings discussion about labor and the environment. We should 
resist allowing this very legitimate difference of views among labor 
and business and the environmental communities to become either 
a theolo^cal dispute or a political football that endangers the coun- 
try’s national interest in expanding trade. 
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Some object to the renewal of fast track because they do not 
want to permit the administration to negotiate labor and enyiron- 
mental onjectives as part of a trade package, but this objection is 
puzzling. If you look at the fast track laws passed in 1974 and 
1988, as I cite in my longer testimony, including labor rights 
among the negotiating objectives was very much tnere. Also, in 
May 1991, when Congressman Grephardt, who is sitting behind me 
now, signed and exchanged letters with President Bush and with 
Congressman Rostenkowski, environmental issues were also dealt 
with on a bipartisan basis. I urge you to look at my testimony for 
an expansion of this point. 

So, in sum, ultimately, I believe expanding NAFTA to include 
many, if not all, of America's other trading partners will result in 
an improved world trading model, and ultimately a World Trade 
Organization at a higher level. NAFTA has higher economic and 
legal standards than the WTO; CTeater coverage than the WTO, 
such as with regard to intellectual property rights, investment, and 
services; and more coverage than the WTO to tackle labor and en- 
vironmental issues that particularly arise when creating trade 
pacts between developed and developing nations. 

In the short term, the United States should work, at a minimum, 
toward finalizing Chile's accession to NAFTA, a goal that is jeop- 
ardized by delaying reauthorization of fast track. 

In the last Congress, the President and the Congress spoke with 
one voice. In spite of the battles — and they were very divisive — we 
did come together in approving the NAFTA and GATT agreements. 
Despite all of the pulling and shoving, the United States dem- 
onstrated that it understood the requirements of national success 
in the global economy. 

Our postwar experience shows that if we do not lead the way, we 
put American business, workers, and consumers, indeed, American 
leadership in a secure world, at risk. The passage of fast track will 
be a reassertion that America intends to lead and knows where it 
is going. Thank you. 

[The prepared statement follows:] 
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Chairmen, members of the Committees. Thank you very much for inviting me to testify 
before you today. 1 appreciate the chance to present my views on why fast track legislation will 
facilitate executive/legislative branch cooperation and foster American trade objectives, and also 
to set forth why I believe fast track with expansive negotiating objectives will be a worthy 
expression of this nation’s bipartisan determination to continue as the world’s economic and geo- 
strategic leader. Appropriately, you are launching these hearings in the wake of the fiftieth 
anniversary of V-E Day, Today’s hearings will help lay the path for a next half century of 
strong U.S. leadership. At the end of World War [I, we as victors chose to incorporate our 
adversaries into a world economy that made the whole world better and stronger. To build on 
these successes, we now need new long-term strategies for the post-Cold War international 
economy. 

At the outset, I want to make clear that I am here to discuss long-term aspects of this 
issue, not short-term calculations, whether tactical or political. My objective is to explore the 
optimal policy position for the nation, which I believe will also be the most practical, politically 
sustainable formula in the long term. My intention is to suggest long-range, politically realistic 
policies that will stand the lest of time, the test of economic benefit, and the test of the electorate 
- not to suggest approaches that will work only for this year, this Congress, or this President. 
And I am here to explore bold policy options and sketch out their domestic political 
ramifications, not to provide specific legislative language. 

In a nutshell, the trade objectives that I will outline today build on the successes of the 
North American Free Trade Agreement (NAFTA), and expand on them to include other countries. 
.■Although important features of the NAFTA have been obscured lately by the hyperbole of both 
proponents and critics, there are many positive and helpful features of the NAFTA template. 
These include high economic and legal standards and broad coverage of areas of great importance 
to the United States such as intellectual property rights, investment, .services, labor, and the 
environment. They can be expanded beyond North America to enrich our relations with our 
trading partners all over the world, and this should be our objective. 

My testimony today draws on 16 years of government experience in the trade policy area, 
including six years working in Congress. I am also speaking as a long-time student of the 
relationship between the legislative and executive branches in the area of foreign and trade 


’Paula Stern, President of the Stem Group, Inc., an international advisory firm, and senior fellow 
of the Progressive Policy Institute, is a former Chairwoman of the U.S. Internationa] Trade 
Commission and a member of the President’s Advisory Committee on Trade Policy and 
Negotiations (ACTPN). She acknowledges Raymond P. Paretzky of the law firm of Kaye, 
Scholer, Fierman, Hays & Handler for assisting in preparation of this text. 
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policy, a topic that was the subject of my doctoral research and book Water’s Edge ? I see my 
theme today as a synthesis of these two areas, since I believe that it is very important that 
Congress and the Executive Branch speak with one non-partisan voice in the area of trade 
relations with our overseas trading partners. 

I. Getting and Staving on the Fast Track 

There are numerous topics that conceivably will be considered at these hearings on 
whether to extend fast track negotiating authority to the President. 

* There are constituiional issues, both substantive and procedural They relate not 
only to the Executive-Congressional checks and balances over the regulation of foreign 
commerce and the Executive Branch competency to negotiate treaties and agreements, but also 
to the prerogatives of Congressional committees and the rules governing debate of amendments 
For example, one proposed procedural reform I5 to require that implementing legislation of any 
fast track trade agreement be limited to provisions required by the trade agreement. A related 
proposal is one that would exempt international trade agreements from budget rules that require 
tariff cuts to be offset in the implementing legislation. 

* There are also timing and diplomatic and partisan tactical issues, especially in 
light of the recent crisis involving the Mexican peso that has reopened the issues in both political 
parlies that the NAFTA debate exposed so vividly These partisan issues are not new, it should 
be noted; they existed in 1974 when a Democratic Congress gave fast track authority to 
President Ford, and in 1 988, when a Democratic Congress gave fast-track authority to President 
Reagan. These partisan disputes are complicated by the tendency of the rank and file of both 
parties to take more inward-looking positions than their parry leaders. 

* And there are broader concerns, involving labor and the environment, about which 
1 ’ll have more to say later 

The most important issue, however, is the role of fast track in enhancing American 
economic prosperity and maintaining its global leadership role. 

The issue of fast track cannot be considered in a vacuum. It should be part of a 
discussion on the U.S. role in the posl-Cold War international economy. Some statistics 
illustrate the importance of the role currently played by trade in the U.S. economy; 

* The United States is the world’s largest exporter, with 12.8% of all global trade, 
as compared to JO. 5% for Germany and 9.9% for Japan. 

* U.S. exports, according to the latest Department of Commerce estimates, are 
projected to experience double-digit growth in 1995, up from 5 to 7% as recently as one year 
ago. 

* Trade employs millions of Americans mostly in our most dynamic and competitive 
industries. IVages in these industries are higher than the national average. 

These trade benefits could not have been achieved without the bipartisan cooperation that marked 
50 years of post-war U.S. trade policy and finally brought us NAFTA and the WTO. And these 
kinds of results cannot be assured for the future without our elected leaders stepping into the 
shoes of the leaders who came before. Other countries promote trade and investment overseas 
in their o\^Tl interest. U.S. efforts in these areas are now at risk because trade-promoting 
agencies such as the U.S. Export-Import Bank and the Overseas Private Investment Corp. are 
threatened by budgetary stringency. Weakening or destroying these agencies is a form of 
unilateral economic disarmament that is particularly untimely now, when U.S. manufacturing and 
service industries are strong, explosive growth opportunities exist overseas, and there is so much 
competition for world markets. 


^Paula Stern. Water's Edge: Domestic Politics and the Making of American Foreign Policy 
(Greenwood Press 1979). 
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If we care about U.S influence globally, we must also recognize that some of our current 
policies are reducing that influence. A few of these policies we may nonetheless wish to pursue, 
such as cutting the U.S. defense budget as a percentage of GNP. Reducing the U.S. foreign aid 
budget like reductions in areas related to trade promotion will cost us trade and other 
opportunities for American businesses. To some extent, of course, the very success of our 
exercise of leadership and our post-War policies around the world must result in shrinking U.S. 
global economic dominance, but it should not lead to the marginalization of American business 
or the supplanting of American influence in important areas. 'What we must avoid is a needless 
decline in our influence that will result if we legislatively cripple the leadership of the 
Executive Branch and (he ability of the U.S. President, whoever he (or she) may be, to 
tackle economic problems and to seize market opportunities, through negotiation with our 
overseas trading partners. When Congress and the Executive Branch stand together, the 
nation as a whole stands strong. 

As the first generation of American political and business leaders to take the post-Cold 
War stage, we cannot afford to rest on our laurels in the areas of trade and economic 
competitiveness. We have an obligation to do things right, just like the generation of leaders 
after World War II who were "present at the creation," a phrase coined by Dean Acheson, 
President Harry Truman’s Secretary of State. The victory that we won in World War II and in 
the Cold War that followed needs to be followed by still a third victory. Now, we have an 
opportunity to demonstrate our leadership once again, in a new era of global economic 
cooperation and healthy global economic competition. The choice in this global economy is not 
whether we should be trading or not; the question is how we trade. And in order for the United 
States to play its desired role in defining these rules, we have to lead in building the structure 
around the negotiating table. 

To be sure, while public opinion polls suggest that there is a strong strain in the American 
public that wants the U.S. government to assert itself on the world stage, the same public thinks 
that government is too big and over-extended. ^ When we talk about shrinking goverrunent, 
however, it is important to distinguish between domestic affairs and foreign policy. In domestic 
affairs, we can devolve power to the states, and even to the localities, so that Americans are 
governed close to home in welfare, education, crime, and possibly other government services. 
In the foreign policy arena, in contrast, that paradigm does not work; the nation must speak with 
one voice, the joint voice of the U.S. Congress and the U.S. President. We need to temper our 
desire to shrink our government with the reality that our government must be well-equipped and 
capable of playing its proper role on the world stage in support of real American interests. 

Thus, implementation of a trade policy based on enlightened self interest depends on three 

factors: 


* a strong Executive Branch with the right negotiating tools representing national, 
not parochial, interests; 

* a bipartisan Congressional coalition, and 

* credible fast-track authority to negotiate ever-wider trade agreements that 
broaden our markets and sustain our economic health and leadership. 

Fast track is vital because it allows the U.S. to demonstrate global leadership while 
pursing its own economic prosperity. There are several reasons why fast track is an 
indispensable tool for both the Executive Branch and the Congress if the nation’s trade 
negotiation objectives are to be met. 

FIRST, fast track enhances the U.S.’s ability to speak with one voice when addressing 
other sovereign nations. Only if the President and Congress forge a partnership through fast track 
can the U.S. exercise credible leadership on the world stage. 


■For example, the recently released annua! strategic survey of the International Institute for 
Strategic Studies (IISS) staled that "[wjith a sigh of relief, Americans feel that the end of the 
cold war means they need not continue lifting most of the international burden." 
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SECOND, by giving a President credibility with our trading partners, fast track lays the 
groundwork for a comprehensive trade strategy as opposed to reactive, ad hoc management of 
individual trade disputes. History shows that foreign governments resist negotiating '’final” 
agreements which Congress can amend with added demands. Already, in the eyes of our 
negotiating partners, the lack of fast-track authority last year inhibited the President at the Asia 
Pacific Economic Cooperation (APEC) summit meeting in November, and it complicated 
discussions about implementing a credible "after NAFTA" trade plan at the Henrispheric Summit 
in December, as I further discuss below. 

THIRD, fast track allows for rapid U.S. action in response to fast-moving global events. 
This is particularly important because there is a real danger that American business could be 
marginalized in several areas of the increasingly interlinked world economy. 

FOURTH, fast track establishes a mechanism for the Executive Branch and the Congress 
to consult closely on trade talks. ^ The recent Uruguay Round implementing legislation is an 
example of how fast track, far from stifling Congressional input, actually encouraged the 
administration and the Congress to work together to create and to implement U.S. trade 
achievements. 

FINALLY, fast track allows U.S. negotiators to channel and use pressure from domestic 
interests to help negotiate improved dispute- set dement arrangements or new international rules 
with America’s trade partners. Without the fast-track option, trade disputes over areas not 
covered by the rules can fester and lead to demands for unilateral sanctions or retaliation. With 
fast track, the two branches of government can stand together to define national interests vis-a- 
vis other sovereign nations. This is particularly vital in light of the possible erosion of domestic 
political support for liberal trade - aggravated, no doubt, by the recent peso crisis in Mexico. 

If. Trade Architecture for the 21st Century; Alternative Trade Policy Approaches 

As important as fast track is, even more important is what results from the decision of 
the President and Congress to negotiate trade agreements pursuant to fast track procedures. There 
are many alternative strategies, each with its own advantages and limitations. 

* One possible approach is to pursue exclusively multilateral trade 
negotiations such as the recent Uruguay Round that led to the establishntent of the 
World Trade Organization. A new multilateral trade round is not imminent, 
however: The world seems exhausted from the last seven-year negotiation 
process, and the job of getting the World Trade Organization (the successor to 
GATT) up and running takes precedence. It will probably be !0 years before the 
next big multilateral agreement on world trade. Thus, while it is preferable to 
build on the WTO. in the meanwhile U.S. negotiators should pursue other means 
to that end. As detailed below, building on NAFTA, initiating agreements with 
as many nations as possible as soon as feasible, can bring us to that end, much as 
the U.S. -Canada Free Trade Agreement helped jump start the Uruguay Round 
negotiations, and even as NAFTA itself helped bring closure and coverage at the 
Uruguay Round in areas such as intellectual properly and seiv'ices. 

* The antithesis of the multilateral approach is for the U.S. to pursue a series 
of unilateral trade actions, such as under our "section 301" law. Reliance solely 
on this approach is both inadequate and overly broad It is inadequate because the 
WTO dispute resolution system has effectively replaced section 301 for many 
areas of dispute between this country and our trading partners. It is overly broad 
because the "aggressive unilateralism" associated with section 301 causes friction 
with our trading partners while doing little to advance world prosperity.^ 


■‘There may be need for procedural modifications to allow for greater time to review the 
implementation language for members of Congress who do not serve on the relevant trade 
oversight and drafting committees. 

^While there are times when judicious use of 301 is certainly warranted, before targeting any 
Industry for protection or bilateral trade discussions, the United Stales should review the 

(continued...) 
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* A third approach is for the U.S. to enter into a series of separate regional 

agreements. Many examples of this may be found, including the Bogor APEC 
declarations and the proposed North Atlantic Free Trade Agreement between the 
U.S. and the European Union. This method, however, is too slow, requiring a 
series of painstaking negotiations, each one beginning from scratch. On closer 
examination, some of these regional schemes are limited to hortatory declarations 
about the future, with little concrete action to show for a results-oriented U.S. 
policy. Also, this method of advancing different arrangements with the myriad 
of regional groupings can lead to a proliferation of different standards for each 
region or country grouping. This can have a chilling effect on business people 
trading globally. 

The best answer, in my view, lies right here at home: Build on NAFTA. In 

November 1993, Congress cast a decisive, bipartisan vote for more open trade.* By approving 
the North American Free Trade Agreement, Congress put America on a positive course toward 
opening world markets to trade and investment. NAFTA’s backers argued forcefully and 
effectively for a strategy of global engagement — for expanded trade opportunities for both 
American consumers and businesses. Theirs was a triumph of the national interest over fear, 
pessimism and the status quo. And we should build on that strength for the future. 

III. Putting NAFTA Into Perspective: A Continuum of Trade Liberalization, Trade 
Growth, and Increasing Global Prosperity 

It is too soon to brag about the changes NAFTA has wrought, but we can say with 
certainly that the United Slates has benefitted from a period of global trade liberalization 
spanning two generations. Between 1970 and 1990, trade doubled as a share of U.S. gross 
national product (GNP). From 1950-80, when exports as a proportion of GNP rose from 7.4 
percent to 16.7 percent, per capita income in industrialized nations nearly tripled. From 1986-93, 
U.S. exports of goods and services accounted for nearly 40 percent of GNP growth. 

And there is much potential for these trends to continue. Over the next two decades, 12 
countries with a combined population more than ten times that of the United Slates are expected 
to account for more than 40 percent of all export opportunities. The Commerce Department 
recently projected that U.S. exports to these emerging markets will be greater by the year 2000 
than combined exports to the European Union and Japan. U.S. trade with Lain America alone 
could surpass trade with Japan and Europe by 2005. By that same year, future Hemispheric trade 
will bring an estimated 1.7 million new jobs. 

Trade expansion is a boon to average vvorking families, who get greater choices, lower 
prices on imported goods, and higher-skilled, higher-paying jobs in firms serving fast-growing 
overseas markets. Trade protection, on the other hand, favors less dynamic business, financial, 
and labor interests. 

Both NAFTA critics and proponents have exaggerated its potential short-term impacts, 
but its most important features are the new areas it covers and its more comprehensive nature.^ 
Overlooking these, foes predicted its passage would result in a flood of cheap foreign goods, an 
exodus of U.S. firms and investment to south of the border, and a net loss of 550,000 U.S. jobs 


*(... continued) 

relationship of that industry to overall U.S. trade goals. 

^Indeed, it has been noted that between NAFTA and the WTO, 1993-94 may have been the high 
watermark for internationalist policies in the United Slates. 

^NAFTA remains popular with the American people. According to a recent survey by the 
Chicago Council on Foreign Relations, half of the public and 86% of leaders believe that NAFTA 
is "mostly good" for the United Slates, while only 31% of the public and 13% of leaders think 
the agreement is "mostly bad." 
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over 10 years. But in the first year after NAFTA’s passage, three-way trade of $348 billion 
soared 17 percent or $50 billion.* 

Of course, in the wake of the Mexican financial crisis, critics are anxious to attribute the 
reversal in the first six months’ increase in U.S. exports to NAFTA, despite the fact that NAFTA, 
a trade agreement, was silent on macroeconomic or monetary coordination. NAFTA is not a 
monetary agreement, and Mexico would probably have experienced the peso crisis even if 
NAFTA had not existed. Indeed, NAFTA has prevented Mexico from raising tariffs against 
increasing U.S. imports, as it might have done had the agreement not been in place, and many 
of its features will lead to important long-term gains. 

IV. Taking NAFTA Global 

The Clinton Administration inherited the Bush Administration’s regionalist plan to follow 
up NAFTA talks by holding free-trade talks with Chile to rew'ard its remarkable return to a 
democratically elected government pursuing economic privatization, liberalization, and 
deregulation. 1 support this initiative, as do many on both sides of the aisle. 1 dare say that 
passing legislation for a free trade pact with Chile would be far easier than passage of fast track 
legislation. However, as a global power, the United States should be thinking of how to broaden 
the NAFTA model and apply it beyond Latin America to capitalize on economic opportunities 
for U.S. industry and agriculture. And because of the open-accession clause that governs 
eligibility of future NAFTA members, it is possible lo open NAFT.A beyond Just one country or 
one region ^which was the Bush Administration’s original intent). 

This nation should boldly reach out to all regions of the world-particularly those in the 
biggest emerging markets— in pursuit of America’sovvn interest m trade, environment, and labor 
protection. This can be achieved by extending the NAFTA bridge from the three NAFTA 
countries-the U.S., Canada, and Mexico-to the rest of the Americas, to Asia, and indeed to 
Europe,’ 

The United States should welcome to NAFTA all nations, regardless of their geographic 
location, that wish to open their markets reciprocally to trade and investment, and to undertake 
at a minimum the NAFTA labor and environmental standards. These commitments, made by a 
growing number of nations, could eventually become the basis for broader multilateral 
agreements. 

The United States faces the growing challenge of competition with emerging nations of 
the world. Just as it assimilated World War ll-devastated Japan and Europe into a healthy 
trading system-and forged an agreement between a developing nation, Mexico, and an advanced 
nation, Canada-now America must rap into the fastest growing regions of the world, Asia and 
Latin America, and to other emerging economies in Eastern Europe and elsewhere. 

Applying the NAFTA approach universally would signal that the admission price to free 
trade with the United States is the same for all nations. This strategy of extending NAFTA also 
makes clear that regional initiatives that involve committing the United States to maintain open 
markets have a place in America’s trade policy (1) particularly with emerging democracies but 
(2) only when the arrangements cxcee</ multilateral standards for trade liberalization. In this way, 
expanding NAFTA is consistent with America’s objective of bringing benefits of regional 
agreements into a multilateral context. 

V. NAFTA. Plus 

There are two principal ways to build on NAFTA. One is by accession: adding 
countries, such as Chile, one at a time. The second is by merger: merging with existing 
groupings of countries, such as the MERCOSUR or the European Union. These methods are not 


*U.S. Department of Commerce, NAFTA Facts, Document No. 4003. February 17, 1995. 

’Future negotiations may be the opportunity both to extend the NAFTA geographically and to 
improve upon its procedures — while maintaining NAFTA’s major features. 
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inconsistent; both ways can be used lo build on NAFTA, whichever is more appropriate for the 
country or group of countries at issue. 

There are many countries and country groupings that could be added to NAFTA. 

* In the Western Hemisphere, there are many opportunities for further 
expansion. Besides Chile, other nations or groups of nations that could be 
beneficially added to the NAFTA framework include Bolivia, the MERCOSUR 
nations (Brazil, Argentina, Paraguay, and Uruguay), Colombia and Venezuela 
(which with Mexico constitute the Group of Three), the Andean Group, the 
English-speaking nations known as Caricom, and the Central American nations.'*^ 

* Asia, Singapore, Korea, and Taiwan have all expressed interest in joining NAFTA. 
A bridge between NAFTA and Asia could ultimately develop into a Pacific Area Free 
Trade Agreement (PA FT A), although some countries in APEC would resist this idea." 

* With regard to Europe, there has been talk of a EU-US to form a North Atlantic 
Free Trade Agreement. President Clinton and Prime Minister Major of Great Britain 
discussed this possibility at a meeting in Washington last month, and Germany’s foreign 
minister has urged that the idea be studied further. In light of the end of the Cold War, 
which was an important tie across the Atlantic, a strong geo-strategic argument can be 
made that there is a need to find other, salient means to maintain this alliance. The 
disadvantage of a EU-US link is that it will be perceived as a rich, Western European 
club. This problem could be solved by broadening the union to include the developing 
economies of Eastern Europe, together with NAFTA (including, of course, Mexico), 
creating a Trans-Atlantic Free Trade Agreement. 

All of these geographical options are worthy of consideration. 

VI. Trade, Labor, and the Environment 

Currently, one of the most serious obstacles to expansion of NAFTA pursuant to fast track 
is the controversy over labor and the environment. As our economy becomes more open to the 
benefits of trade, we must also be more sensitive to issues such as labor and the environment. 
In the national interest, we should resist allowing the very legitimate differences of views among 
the labor, business, and environmental communities to become a theological dispute or a political 
football that endangers the country’s interests in expanding trade. 


'°Last year’s Summit of the Americas endorsed a Free Trade Area of the Americas (FTAA) by 
the year 2005, while last month, the President of Brazil met with President Clinton to discuss 
means by which Brazil and the other MERCOSUR nations could make substantial progress 
toward achieving the FTAA by the year 2000. One could conceive of the MERCOSUR and 
NAFTA merging. However, although virtually all Latin nations have signed trade and framework 
agreements with Washington that could lead to negotiations for expanded trade, the benefits 
granted Mexico will only be offered to other economies that undertake serious and sustained 
reform effort, and these benefits- and the disadvantages that would accrue to any nation that 
opts out of the process- provide a compelling inducement to adhere to the reform course. 

"The allure of the "Asian Economic Miracle" and the attendant idea of a "Pacific Century" that 
gave rise to the Pacific Community concept have become almost cliches. But the breathtaking 
reality of the economies of Japan, the Four Tigers (South Korea, Singapore Taiwan, and Hong 
Kong) averaging almost 6% annual growth over the course of a generation, China since 1 979, 
and the "new tigers" of Malaysia, Thailand, Indonesia (if not Vietnam) remains a monument to 
Asian export-growth approaches to development that shattered the North-South paradigm. East 
Asia has clearly become an engine of the global economy and a defining reality of the post-Cold 
War international system. The challenge for the U.S. is how to balance competing interests and 
best utilize its many assets — economic, political, strategic — to provide sustained and consistent 
leadership as a first among equals and to help shape the emerging order in the Pacific with 
Washington woven into its political and economic fabric. In the long term, it is the engagement 
of the U.S. private sector that will be the keystone of sustained American engagement in the 
Pacific in the 21st Century. 
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Certainly the issues of trade, labor, and the environment have each been considered in 
separate policy frameworks. But as the NAFTA side agreements demonstrated, these three 
policies have begun to be closely interrelated, which is why I believe the NAFTA model is so 
useful. I am not here to suggest specific legislative language, but rather to explore with these 
committees a formula that is both defensible as a policy and politically pragmatic, taking into 
account public concerns about job security, labor standards, and environmental protection. 

Some object to the renewal of fast track because they do not want to permit the 
Administration to negotiate labor and environmental objectives as part of a trade package. Their 
objection is puzzling: Fast-track laws passed in 1974'^ and 1988'^ included labor rights 
among their negotiating objectives, and in May 1991, there was an exchange of letters regarding 
NAFTA negotiating objectives including environmenial issues worked out between Republican 
President George Bush, on the one hand, and Democratic House Majority Leader Richard 
Gephardt and Chairman of the Ways and Means Committee, Dan Rostenkowski, on the other. 

A progressive and politically sustainable trade policy requires support from all commercial 
interests— business, workers, and consumers. To build the necessary domestic political support 
for future trade initiatives, Congress and the White House must strike a balance to advaitce 
worker and environmental goals as well as trade and investment expansion. Rules must be set 
to achieve sustainable global economic growth that does not degrade the environment and that 
advances worldwide labor standards. But we must resist tendencies for enforcement actions taken 
in (he name of environmental and labor protection to become masks for trade protection. 

Since the United States and its GATT trading partners formulated the objectives of the 
Uruguay Round a decade ago, many important new issues have emerged to become more 
prominent, including environmental protection, international recognition of worker rights, and the 
harmonization of competition or domestic antitrust policies (which also relates to the unfair trade 
practice of dumping). These issues must be addressed in a balanced, reasonable way to help 
establish common rules for global competition in an era of economic interdependence. 

New trade pacts require new social compacts with American w'orkers. We should link 
our trade expansion strategy with a social strategy for cushioning the often jarring impact of 
global competition on American communities. Retooled education and training programs-for 
example. Job Opportunity Vouchers for displaced workers-should equip Americans to cope with 
the volatile global economic environment. But our new labor policies also should emphasize the 
opportunities created by open global trade. These, in my view, far outweigh the dislocations. 

The WTO. which has replaced the GATT, has new authority to settle international trade 
disputes. To ensure domestic public support for open trade, the new WTO rules for settling 
disputes must be applied fairly and rigorously. The WTO will eventually have to pick up some 
of the trade, investment, and competition issues mentioned above, but it was not designed to 
handle the increasingly controversial issues surrounding environmental concerns and international 
labor standards. New organizations, or reinvigoraled old ones, are needed for these tasks. 
Giving those tasks to more competent world organizations would deflect some of the pressure 
that is threatening open trade legislation, particularly the renewal of fast-track trade authority. 
Now that we are free from Cold War security threats, we can attend more to other important 
goals, including environmental protection and improving labor standard adherence. 


'^The law' listed as a negotiating objective "the adoption of international fair labor standards and 
of public petition and confrontation procedures in the GATT." Trade Act of 1974, Pub. L. No. 
93-618, §12 1(a)(4), 88 Stat. 1978. 

'^"The principal negotiating objectives of the United States regarding worker rights are- 

(A) to promote respect for worker rights; 

(B) to secure a review of the relationship of worker rights to GATT articles, objectives, and 
related instruments with a view to ensuring that the benefits of the trading system are available 
to all workers; and 

(C) to adopt, as a principle of the GATT, that the denial of worker rights should not be a means 
for a country or its industries to gain competitive advantage in international trade." Omnibus 
Trade and Competitiveness Act of 1988, Pub. L. No. 100-418, §1 101(b)(14), 102 Stat. 1 125. 
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ILO . The value of the 75-year-otd International Labor Organization (ILO) should 
be reevaluated now that it is no longer used as a debating forum for Cold War adversaries. A 
reinvigorated ILO is the appropriate place to address squarely the issues of unfair labor standards 
and workers’ rights. Trade restrictions against low-wage countries are not the answer to the fears 
of workers in high-wage nations such as ours. It is far better to channel U.S. diplomatic energies 
into improving adherence to internationally recognized standards that deal with the issues of 
forced labor and child labor, for example, and the freedom of association for workers. The 
Administration should work toward improving the functioning of ILO to address inhumetne 
working conditions, reduce unemployment, and build up enforcement mwhanisms in each country 
to ensure that intematiDnal standards are indeed applied. 

GEO . Likewise, the time may have come also to form a new organization to 
establish widely accepted, international environmental rules to replace the jumble of different 
standards and approaches adopted by individual nations. A Global Environmental Organization 
(GEO) could establish minimal standards based on scientifically accepted data. GEO would 
provide a single, neutral fonim for addressing global or transborder environmental problems. It 
would develop methodologies and procedures for countries to follow in carrying out their shared 
commitment to global environmental protection, and it would mediate environmental disputes 
with established technical competence. Such an organization would also give environmental 
protection legitimacy and weight in developing countries, where support for environmental 
concerns is often weak. This will help underscore the fact that ecological security does not have 
to be sacrificed to gain economic security. 

VII. Leadine the Wav 

Ultimately, expanding NAFTA to include many if not all of America’s other trading 
partners will result in a new world template, a WTO at a higher level. NAFTA has higher 
economic and legal standards than the WTO; greater coverage than the WTO, such as with regard 
to intellectual property rights, investment, and services; and more coverage than the WTO to 
tackle labor and environmental issues that particularly arise when creating trade pacts between 
developed and developing nations. 

In the short term, the U.S. should work at a minimum toward finalizing Chile’s accession 
to NAFTA, a goal that is jeopardized by delaying reauthorization of fast track. Delaying Chile’s 
entry into NAFTA would send precisely the wrong signals to our Latin American neighbors and 
other nations whose governments we are asking to open their markets and liberalize their 
economies. And it would signal the world that Congress is not prepared to sustain the global 
economic initiative that is the signature of world leadership. 

In sum, the President and the Congress should rebuild a bipartisan public consensus to 
achieve new authority for the Executive Branch to negotiate future anangements. The battle over 
NAFTA and the GATT show that American political leaders, despite much pulling and shoving, 
still understand the requirements of national success in the global economy. Our whole post-war 
experience shows that if we do not lead the way, we put American business, workers, and 
consumers-indeed, American leadership in a secure world-at risk. The passage of fast track 
will be a reassertion that America intends to lead and knows where it is going. 
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Chairman Crane, Thank you very much for your testimony. 

I would like to address a couple of questions, first, to Dr. 
Bergsten, but then. Dr. Stem, have you respond to the same ques- 
tions. 

Ms. Stern. Certair^. 

Chairman Crane. First, how far do you think we can proceed in 
negotiations with Chile without fast track authority? Second, do 
you believe that Chile would be willing to negotiate with us with- 
out this authority? 

Mr. Bergsten. The Chileans, to their credit, have said publicly 
that they are unwilling to conclude a negotiation with the United 
States unless it has fast track authority. The administration can 
begin talks but I do not think they can get serious and really come 
to fruition unless fast track is in place. 

Chairman Crane. Dr. Stem. 

Ms. Stern. I concur. I do think we can get very far down the 
track. I dare say that I can see passage of a free trade agreement 
with Chile before we even get to resolving some of these serious, 
broad social issues on fast track. Ultimately, if the negotiations are 
ripe for finalizing a deal with Chile, then we should just go ahead 
and finalize Chile and try to get the best fast track legislation 
later. 

Chairman Crane. Thank you. 

Mr. Dreier. 

Chairman Dreier. Thank you very much, Mr. Chairman. 

I just have one brief question that I would like to pose, and ei- 
ther of you are certainly in a position to answer. Most everyone in 
this room has strongly supported the Clinton administration’s very 
persuasive arguments that human rights policy in China is im- 
proved by exposure to Western values, and that is clearly created 
by more £md open trade. 

Having supported that argument, it seems to me that it certainly 
would carry forward on the issue of both labor and environmental 
standards. As I say that, I cannot help but think that, as you look 
throughout the world, clearly, the wealthiest, most productive 
countries on the face of the Earth are those that have the highest 
environmental standards and worker rights. 

I just wonder if the argument that is used on human rights can- 
not be carried forward, as we look at this question of labor and the 
environment. 

Ms. Stern. I think it is clear that trade does usher in advance- 
ment of other social goals which we, as a democratic nation and a 
developed nation, wish to see in other countries. 

Moreover, we should be enhancing any future trade negotiations 
with provisions that assure the pimlic here at home that as the 
United States increases trade with developing countries, American 
workers have the right to retraining programs so that they can 
deal with the changes that result from competing with these devel- 
oping countries. Also, the United States should spend more energy 
looking at other ways to channel the public’s concern about trading 
with China and other developing countries by using the inter- 
national labor organization and, conceivably, even creating a new 
organization to deal with environmental standards on a global 
basis, a global environmental organization. 
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So there are ways of channeling some of these legitimate con- 
cerns so that they are not all dealt within the context of trade leg- 
islation alone. But, I also agree that overall, trade will also help 
advance these other very legitimate goals. 

Mr. Bergsten. I fiilly agree, and I would broaden the point with 
a personal observation. China began its economic liberalization 
policies in the late seventies, during the period when I happened 
to be in charge of the international part of our Treasury Depart- 
ment. There was a big debate at the time as to whether we should 
bring China into the IMF, International Monetary Fund, and the 
World Bank, somewhat like the debate today about bringing China 
into the World Trade Organization. 

We moved very quickly to support China’s going into the IMF 
and the World Bank. I believe it is one of the biggest unsung suc- 
cess stories in recent decades, because the World Bank, in particu- 
lar, played a decisive role in helping steer the Chinese toward mar- 
ket economic reforms, which still have a long way to go but have 
made enormous progress in 15 years. Those economic reforms, in 
turn, have certainly improved labor, environmental, and human 
rights elements in China. Again, a huge amount remains to be 
done, but the relationship, the correlation, is very clear, and we 
have proof positive from a U.S. initiative of 15 years ago that those 
linkages do work. 

Chairman Dreier. So pursuing a similar policy as we move 
ahead with fast track would, obviously, be the most responsible 
route for us to take, then? 

Mr. Bergsten. I think so, and I think it would have spillover ef- 
fects on our broader social objectives at the same time it pursues 
our immediate economic goals. 

Chairman CRANE. Mr. Rangel. 

Mr. Rangel. Thank you, Mr. Chairman. 

Dr. Stem, I think we all agree that for this to be successful, we 
have to approach it in a bipartisan way. How do you see a balance 
being struck on the question of labor and environmental issues? 

Ms. Stern. As I said, I think we have some good history behind 
us in 1974 and 1988. I am not here to suggest specific legislative 
language today. I leave that to you and to the executive branch. 
But if you go back and look at the labor objectives, for example, 
that were included in the 1974 act and the 1988 act, they, I think, 
are a good start 

There was a consensus then and that was at a time when a 
Democratic Congress was giving, first President Ford and then 
President Reagan, in 1974 and 1988, authority. T^is Congress 
should be able to do the same. So we should, for starters, look at 
the old legislation. 

Mr. fL\NGEL. I am new on the committee. Why do you not send 
something to me that maybe we can start talking with the chair- 
man here and see what we can work out. 

Ms. Stern. It would be a great privilege. 

Mr. Rangel. Thank you. Tell me, do you ever see an occasion 
where the question of international illegal narcotic trafficking could 
be a proper subject to be bringing up at trade agreement negotia- 
tions? 
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Ms. Stern. I understand your concerns about that. I do believe 
that as the United States integrates more closely in trade as well 
as in these other arenas that we talked about, that additional goals 
of the United States, including a reduction of narcotics traffic, are 
a legitimate objective that will be achieved as we sit at the trade 
talks. 

Mr. Rangel. But not at that forum? 

Ms. Stern. I am sorry? 

Mr, Rangel. At that negotiation, do you see any situation where 
it could be on that agenda, not where we work out things in the 
future? 

Ms. Stern. I could see it certainly as parallel talks. Then the 
question becomes, however, does certain behavior by other coun- 
tries in narcotics trafficking become a condition upon which 

Mr. Rangel. Strike out condition and sanctions, just an issue. 

Ms. Stern. Yes. The answer to you is, yes, I could see them as 
being parallel discussions, but when we get into conditions and 
sanctions, that is where we have a 

Mr. Rangel. Strike that out. 

Dr. Bergsten. 

Mr. Bergsten. I think the parallel approach is the right one. As 
I said, I would leave the explicit linkage out of fast track, either 
pro or con. 

The goal should be to seek international agreements on labor 
standards, environmental regulations, and narcotics. I will give you 
an example. The Montreal Protocol was an international aCTeement 
on the environmental problems regarding the CFG contribution to 
destruction of the ozone layer. It was also agreed to use trade sanc- 
tions to implement that environmental agreement because that 
gave it real teeth. 

There were some countries that indicated they would not comply 
with the Montreal Protocol. They were quietly told that they would 
suflFer trade discrimination if they did not, and they quickly got 
into line. That is the way to do it effectively. 

In the labor standards area, the ILO has a series of aCTeements 
that have been referenced before. They need to be dustea off. They 
need to be beefed up. 

Once you get an international agreement on the substance in a 
given area, then you may ask, quite rightly, should we use inter- 
national measures, such as trade sanctions, to deal with those who 
do not adhere to them? In some cases, it will look promising, as 
with CFCs. In some cases, it may not. But I think that is the right 
sequence; parallel negotiations and then put in place some sequen- 
tial links on those issues. 

Mr. Rangel. Those that might be of concern, narcotics, labor, 
and environmental issues, after they reach an agreement, say, in 
a lateral way, who do they reach back to in order to even discuss 
the question of sanctions? Do they go back to the trade negotiators 
and bring up these unrelated issues: 

Mr. Bergsten. Fortunately, in the case of labor standards, there 
is an international institution competent to do that, the ILO. We 
published a book at my institute about 1 year ago recommending 
the creation of a global environmental organization to set up the 
same kind of operation on the environmental side. 
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Mr. Rangel. With the ability to include sanctions? 

Mr. Bergsten. Including the option to pursue that course in 
cases such as the CFG protocol, where there was wide^read con- 
sensus on dealing with an environmental problem, Inen there 
would have to be an aCTeement, essentially, between the two inter- 
national institutions, the one responsible for the environment and 
the one responsible for trade. They would talk to each other as 
equals and work out the way in which trade would be related to 
the problem. 

But, as I said, in the case of the Montreal Protocol, nobody has 
complained, and, in fact, the sanction worked, even though in a 
narrow, legal sense it did violate the existing GATT rules. 

Mr. Rangel. Could not narcotics coattail on that theory? 

Mr. Bergsten. I would think it could. 

Mr. Rangel. Thank you. 

Chairman Crane. Mr. Gibbons. 

Mr. Gibbons. I thank both of the witnesses for their longtime 
contribution to international economics and international trade. 

I like your suggestion. Dr. Bergsten, about how we ought to 
permanentize the oasic f^damental law on fast track, although I 
admit it is a misnomer as far as the procedure is concerned. I think 
we have had enou^ experience with it where we could do that. 

I think, as I understand your suggestion, we leave some of these 
peripheral issues to the actual trade negotiation authorization that 
the Congress must do before the administration seeks to negotiate. 
Is that what you are suggesting that we do? 

Mr. Bergsten. Yes, ithink so. I can foresee over the next 5 to 
even 10 years three very major new U.S. trade negotiations. One 
would be to implement the Miami commitment to achieve a free 
trade area of the Americas. 

The second would be to implement the Bogor declaration from 
last November to achieve free trade and investment in the Asia Pa- 
cific region. 

The third, and I think foretold by the first two initiatives, would 
be a major new round in the GATT. 

Probably all three of those negotiations will address the topics 
that we are discussing here. They will probably address them in 
somewhat different ways, depending on their sequencing and the 
countries that are involved, with each building on the other. 

So I think the prudent course would be to create a permanent 
fast track, with concessional authorization of each individual ne- 
gotiation. These authorizations would then include negotiating in- 
structions from the Congress to the administration, depending on 
the circumstances at the time and dealing with each of these issues 
in a sequential and cumulative way as the process evolves. 

Mr. Gibbons. Thank you. 

Dr. Stem, I agree with you, I think we ought to use the basic 
framework of the NAFTA for our future negotiations, for a few 
more years, anyway, until we come up with something better. I 
think that is a good suggestion and I hope all our negotiators in 
the Congress will follow mat suggestion. 

Ms. Stern. Thanl^ou. To put a point on that, that is the reason 
why I have some difficulties with a variety and myriad of commit- 
ments, such as when there is a standard in the Bogor declaration 
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for the APEC from what might be the NAFTA standards. We need 
to make it clear to all regions of the world that we are not discrimi- 
nating or distinguishing one from the other. 

Mr, Gibbons. Yes. Dr. Bergsten, you have done a marvelous job 
in connecting the relationship of the fiscal budget deficit with the 
trade imbalance in the United States here. For this record again, 
and for me personally, would you go through and spin that out for 
us, flesh it out as best you can. Take as much of my time and as 
much as the chairman will let you have so that this audience and 
future audiences will clearly understand why we must cure the fis- 
cal deficit first in order to cure the trade deficit. 

Mr. Bergsten. When the United States runs a large budget defi- 
cit, it means that the Federal budget is drawing down the already 
very low private saving pool in the United States to fund the Fed- 
eral Government. That leaves very little money left over for private 
investment, because you can only invest if you have savings to fi- 
nance it. 

We obviously want to invest to keep our economy growing and 
boost productivity, more than is permitted by our low national sav- 
ing rate. Therefore, we borrow huge amounts of money from the 
rest of the world. Consequently, the United States has oecome the 
world’s largest debtor country, and that number keeps rising by 
$100 to $200 billion eveiy year. 

But when you are a net borrower from the rest of the world and 
have a capital inflow, that must be offset in the overall balance of 
payments accounts by a deficit in your current account — that is, 
your trade in goods and services — because your borrowing from the 
rest of the world in the immediate sense finances imports of goods 
and services in excess of what you are exporting to the rest of the 
world. 

The mechanism through which that happens is largely the ex- 
change rate. When the U.S. Federal Government borrows huge 
amounts to finance a deficit, that pushes our interest rates higher 
than they would otherwise be. Those higher interest rates suck 
international capital into the dollar. The dollar is then overvalued, 
compared to our underlying competitive position, and that makes 
it very difficult for our firms to compete either in export markets 
or against imports in our own markets. 

So whether you build it up from the domestic distinction between 
savings and investment or run it through the exchange rate, which 
is the mechanism through which it happens internationally, the 
budget deficit produces, almost like night follows day, a big trade 
deficit. Because we have such a low private saving rate, we just 
cannot afford to nm budget deficits, even of the magnitude that are 
comfortably taken care of in other countries. 

Mr. Gibbons. Thank you very much. That was a good expla- 
nation. 

Chairman Dreier. Mr. Zimmer. 

Mr. Zimmer. Thank you, Mr. Chairman. 

Dr. Bergsten, you suggested eliminating or exempting trade leg- 
islation from the PAY-GO requirements, and then you followed 
that up by an observation that we know that reduction in tariffs 
and trade barriers, in fact, increases the revenues to the Federal 
Government. If that, indeed, is the case, why do we need to exempt 
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trade legislation from PAY-GO? Why do we not just fix the PAY- 
GO rules to reflect reality? 

Mr. Bergsten. You could do that, I acknowledge. The difficulty 
is the need, if you do it in one area, to do it in other areas. In other 
areas, I think it is much more difficult analytically to figure out 
what the net budget effect of a particular legislative action would 
be. 

I suggest eliminating the PAY-GO rec^rements from trade leg- 
islationbecause trade legislation is so different from other kinds of 
legislation. Its goal is to implement deals worked out with other 
countries, yet accommodating those deals to our unique congres- 
sional system, where otherwise you would have two independent 
bites at the apple. 

You could do it the way you suggest, but there, being a zealous 
advocate of getting rid of the budget deficit, and in fact converting 
it into a surplus, I would worry more about the precedential effect. 

The overall environment is, of course, critical. If this Congress 
pursues and implements effectively what the two Budget Commit- 
tees have proposed in the last 48 hours, and we are really on a 
glide path to a budget balanced W 2002, then, of course, a lot of 
^ese things could be reassessed. But at tlie moment, I would pre- 
fer the exemption route simply to protect the overall budget integ- 
rily. 

Mr. Zimmer. So you do not think there is a technical reason why 
you could not establish a reliable dynamic economic model to re- 
flect the real impact of a trade agreement? 

Mr. Bergsten. You could certainly create a model. You could es- 
timate the effects. No one could tell you witii a hand on the Bible 
that these estimates represented exactly what was going to hap- 
pen, but in the case of trade, we do have a very good historical 
record to draw on and empirical relationships that could be used. 

My fear is simply that in other areas — ^tax changes, for example, 
or perhaps some other spending changes — you are just not as sure 
of what the dynamic or spillover effects would be, and you mig^t 
not be able to get evidence that is as reliable from the past that 
would guide the future. 

Mr. Zimmer. In exchange for the exclusion from the PAY-GO 
rules, or in addition to ffie exclusion from the PAY-GO rules, 
would you also change the fast track guidelines so that there would 
not be revenue-raising provisions in trade bills, strictly to offset 
any anticipated losses? That is what has brou^t us into a lot of 
controversy and a lot of needless agony. 

Mr. Bergsten. That is right, and that was part of my reason for 
making the proposal. A lot of the debate in both the NAFTA and 
Uruguay round fights was over this issue. I think that is a viola- 
tion of the basic purpose of fast track. These debates brought in is- 
sues that were irrelevant to the international negotiation, albeit 
necessary for our domestic purposes, but really diverged signifi- 
cantly from the original concept and therefore, I think, ought to be 
handled separately. 

Mr. Zimmer. Dr. Stem, do you have a response? 

Ms. Stern. On the point about setting a precedent, if you remove 
the PAY-GO for trade legislation, you will have clever economists 
coming in with models that they have created on why other propos- 
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als would “be budget enhancing,” if you will. Therefore, I think it 
would set a precedent that might get out of control and then under- 
mine the goal of fiscal integrity that we would like to pursue. 

Mr. Zimmer. You assume those clever economists are wrong. Is 
it not possible 

Ms. Stern. No, but I think that the outcome of any model would 
be based on assumptions, and they may not all be shared assump- 
tions, I think you could end up legislating based on subjective judg- 
ments which are masked as economic certainty. They may appear 
to be economically soimd but are not really if you examine their as- 
sumptions. I do not think that the Members of Congress have the 
time to go and look at the assumptions that underpin every one of 
these proposals. The Congress may find itself on a slippery slope. 

Mr. Zimmer. So, in sum, do you agree with Dr. Bergsten’s initial 
recommendation that we simply have an exclusion from PAY-OO 
rules for fast track legislation? 

Ms. Stern. I think that it works in the trade legislation. I must 
tell you, I do not feel strongly on this subject, how it is handled. 
I do believe that if it continues to become something that ham- 
strings the entire Congress from CTanting the executive branch the 
necessary negotiating authority, tnen I would be very happy to see 
it excluded. But I do not have a strong view one way or the other 
how it is dealt with. 

Mr. Zimmer. Thank you. 

Chairman Dreier. Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

Fred and Paula, I want to cong^ratulate both of you. Both of you 
have been experts in the area of international trade, and we appre- 
ciate all your expertise over the years. Your testimony was excel- 
lent today. 

Fred, can I ask you, because I really like and appreciate your 
suggestion in terms of permanency of fast track with the respon- 
sibility of the executive branch coming back to the Congress for 
specific negotiating authority for a coimtry or for groups of coun- 
tries, would that include the ability of Congress to, for example, 
add labor and the environment for specific negotiating areas? TTiat 
is the first question I have. 

Second, should there not be some kind of mechanism set up 
where you have a fast track of this provision? Otherwise, the Con- 

S ress could sit on it and not give the President authority, so per- 
aps there should be some disapproval of the Presidents request 
for the right to negotiate. 

Could you answer both of those or respond to both of those? 

Mr. Bergsten. Yes. I think the answer is yes to both. As I said, 
I would envisage Congress, in its authorization of a specific nego- 
tiation, laying out negotiating objectives for the administration. 
This has been done historically, but it kind of slipped in the 
NAFTA case. It was not really done explicitly enough. 

In many negotiations, the congressional directive has not been 
very precise. Administrations always like that. It mves them more 
flexibility, and there is a case for that vis-a-vis the foreign part- 
ners. On the other hand, it makes it more difficult when you come 
back to the Congress to get approval for the deal. 
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With the enormous increase in the importance of trade to our 
economy, which Jim Kolbe pointed out, and with the enormously 
increased engagement of the Congress in this area, as indicated hy 
the NAFTA and Uruguay round lemslation, I think whatever addi- 
tional difficulties mi^t be caused by ironing out precise objectives 
would be very much worth it in terms of improving the whole proc- 
ess. 

I think we are going to need a very big trade policy debate in 
the country within the next 1, 2, or 3 vears over these three major 
new upcoming ne^tiations that I talked about. We have essen- 
tially comnleted the first half century of postwar trade negotia- 
tions. Boraer barriers for industrial trade among industrial coun- 
tries have basically been eliminated. There are a few pockets of 
protection left, but not much with the end of the Uru^ay round. 

We are moving into the much more difficult area oi getting be- 
hind the border and into competition policies, environmental is- 
sues, investment policies, government procurement, things that 
have traditionally been viewed as domestic policy but which, as we 
see in the current debate with Japan, have huge effects on inter- 
national flows. Those now quite lemtimately and logically become 
the focus of what we call trade poncy, though they are not really 
trade issues. 

As global economic interdependence proceeds, as it will and as it 
shoula because it benefits us all, those issues come front and cen- 
ter. That makes a much more complex agenda for trade, if we still 
call it trade, and I believe, therefore, the issues have to be dis- 
cussed in some depth and detail with the Confess and with the 
public before we proceed to free trade in the Asia Pacific, in Latin 
America, or in another big GATT round, 

Mr. Matsui, Thank you. I appreciate that. 

Let me ask you, Paula, a question, because you talked about 
labor and environment being legitimate issues of negotiation. One 
of the issues that came up (Turing the NAFTA debate was how far 
on the environment we go. For example, there was a general con- 
sensus that the Mexican laws on the environment were adequate, 
obviously not as good as our laws, but adequate. So what we did 
was we put in an enforcement mechanism. Each country must en- 
force their own laws, and we set up a body in order to make sure 
that somehow that will happen over the years of this agreement. 

The environmentalists were still not happv. They felt that we 
should go beyond the borders. For example, if we start negotiating 
with Brazil and we want Brazilian logs to come into the United 
States, even if they qualify with our standards, do we tell Brazil 
that your logs cannot be cut in the forest? That is an issue that 
obviously creates concern for many of us, because then the Japa- 
nese, if we start sending logs over there, will say, hey, if you are 
doing it up in Washin^n State and you are killing spotted owls, 
we (To not want your Togs. So it could be used against us at the 
same time. 

How far do we go on environmental issues when it comes to 
these, if we make them conditions and if we put sanctions on 
them? Perhaps you can address that, and Fred, if you want to add 
to that, as well. But Paula, the question is for you in particular, 
because you do favor some environmental standards. 
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Ms. Stern. Yes. If you look back throughout our history, when 
the United States negotiates with other countries and tries to exert 
its influence, it has used trade and economics to advance other 
nontrade goals. So I think it is a legitimate linkage. The issue is 
how to do it, as you said, and how far do we go. 

As a preface, I wish to emphasize that part of my written testi- 
mony which talks about channeling America’s enermes into revital- 
izing both the International Labor Organization and possibly creat- 
ing a global environmental organization. I do not b^eve tnat the 
World Trade Organization or flie NAFTA template are really ade- 
quate to these tasks. We have not achieved adequate consensus on 
adherence to and enforcement of some of these standards among 
ourselves or with other countries. So to try to load all of this onto 
the trade discussions will not get us far enough, fast enough. 

While I think that it is legitimate to have these objectives, I do 
not think that the exact rules or enforcement and sanctions that 
were in place for Mexico necessarily have to be stated in absolutely 
the same lang^ge for every other country. I applaud your sugges- 
tion to adijust the langu^e depending upon which countries or re- 
gions you are dealing with. That is absolutely correct; the nation’s 
negotiators have to have flexibility to deal with the different reali- 
ties of different countries. 

On the other more general point of giving authority for the fu- 
ture, I think it may be hegging the question to have permanent fast 
track and then come back to Congress for each new initiative. 
Fred’s idea sounds very good, but I think we have to really exam- 
ine whether it is not just begipng the question. 

Thus, we come back to the Congress for each region, whether it 
is the Asian countries or the Latin countries, we may get into an 
ad hoc-ism. Then we will not have a strategy which allows for 
standards which the American public can support that will apply 
globally and where there will not be exceptions. We m^ send sig- 
nals to other countries that the United States will have lower 
standards for some countries than others, even though we are giv- 
ing all of them the same free trade access to the United States. 

So I think we have to be very careful about papering over in the 
beginning these important strategic issues and then ad hoc-ing it 
into the nature. 

Mr, Matsui. But could you answer my question on the clear cut- 
ting issue, though? 

Ms. Stern. On the Brazilian clear cutting and on the Washing- 
ton State issue, I am sorry. I assume that we do not have scientific- 
based standards in a lot of these matters, and I think it would be 
ill conceived to put in sanctions until we have the agreed stand- 
ards, and I do not know that we have them, for example, on the 
logging. 

Mr. Matsui. Fred, do you want to comment? 

Mr. Bergsten. We need to make a three-way distinction on envi- 
ronmental problems of that type. Does the environmental action of 
a coxmtry adversely affect only its own environment? If so, it 
should be viewed as up to that country to deal with that problem. 

Second, does its environmental practice or lack thereof have a 
cross-border effect that legitimately hurts a neighboring country? 
This justifies, in my view, the neighboring country taking it up 
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with them in negotiations, and that was the case in NAFTA on the 
issue of the Mexican border. 

The third type of environmental problem is where there is global 
economic damage. That was the case with the effect of 
chlorofluorocarbons on the ozone layer. That may also be the case 
with Brazilian clear cutting because of the effect on greenhouse 
gases. 

So you have to make a distinction as to the extent of the environ- 
mental damage caused by a particular country’s practice in deter- 
mining what is the appropriate remedy. Then, if you can get agree- 
ment to apply a remedy, 3 ^ou have a clear basis to do so, as I said 
before, including the possible use of trade sanctions once there is 
a widespread agreement that the practice can be effectively dealt 
with in that way. 

ChEiirman Dreier. Mr. Payne. 

Mr. Payne. Thank you very much, Mr. Chairman. 

Dr. Stem and Dr. Bergsten, thank you for being here and thank 
you the very positive contributions you both make in terms of U.S. 
trade policy and international trade policy. 

Mr. Zimmer covered the area that I wanted to talk about. He did 
it veiw thoroughly, and so I will yield back the balance of my time. 
Thank you. 

Chairman Dreier. Thank you very much. 

Thanks to both of you for your very helpful testimony. We appre- 
ciate your being here and recognizing our time constraints. 

Speaking of time constraints, I would now like to recomize the 
distinguished minority leader of the House, Mr. Gephardt, who, I 
understand, has a meeting in just a few minutes. 

We welcome you, Mr. Leader, and look forward to your testi- 
mony. You can certainly summarize, if you wish. 

STATEMENT OF HON. RICHARD A. GEPHARDT, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Gephardt. Thank you very much, Mr. Chairman and mem- 
bers of the subcommittees. I am pleased to be here. I am on a tight 
timeline and I will go through this real fast. Maybe if there could 
be a question or two, I would be happy to answer, but I may have 
to leave at that point. 

Mr. Chairman, you may recall that when President Bush came 
to the Congress in 1991 for fast track authority, I supported his re- 
quest but only after an extensive discussion and negotiation about 
what the authority would be used for. In fact, I offered a resolution 
on the House floor along with the fast track extension that outlined 
our specific objectives. The action plan that President Bush nego- 
tiated at that time addressed a broad number of issues relating to 
the GATT Uruguay round and the North American Free Trade 
treaty negotiations. 

Today, in the absence of that kind of action plan, and I think we 
could get one if we work at it, I do not believe we should offer open- 
ended fast track authority. The Constitution vested in the legisla- 
tive branch the authority over international trade. Before we gprant 
this authority with the presumption that there will be no amend- 
ments, we should know what we are giving the authority for. We 
should know what we are tr 3 nng to achieve in the first place. 
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This does not mean that the President cannot negotiate, but if 
he wants a process that restricts Congress’ ability to offer amend- 
ments, then we have a right and an ^ligation to find out exactly 
where the fast track leads. 

The fast track represents a partnership between the Congress 
and the executive, and while I appreciate the role of your two com- 
mittees, the Rules and Ways and Means Committees, I must say 
that the interests of all Members of Congress representing all the 
people of the country must be included, ^e only way we can de- 
velop broad public support for trade agreements is if there is a full 
and open debate on all of these issues. 

Let me also say that the administration has beg^ negotiations 
with Chile for accession to NAFTA. If, at the end of the process, 
we can agree on what our objective should be, then I believe we 
should limit the fast track extension to this one issue. If the admin- 
istration can define what it will do with fast track in other areas, 
we can then examine whether we should further broaden the au- 
thority. 

Finally, as most of you know, I believe that trade involves a 

f reat deal more than simply tariffs and traditional trade issues. 

or example, I do not understand how you can have a free trade 
agreement with a country that does not have a free labor market, 
a free capital market, or a real political and economic reform so 
that working people actually see some benefit from free trade. 

Let us remember that a free trade agreement is really an at- 
tempt to marry different economies. That means we need to ensure 
the greatest compatibility between our economies in the long term, 
and we need a good prenuptial agreement to establish the ground 
rules. 

I would ask that Members maybe look at my testimony. It is 
more complete. It addresses a whole range of issues. I am sorry we 
do not have more time, and I thank the subcommittees for letting 
me be here to make this testimony today. 

[The prepared statement follows:] 
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Summary of 

Testimony By House Democratic Leader Richard A. Gephardt 
Ways and Means Trade Subcommittee 
and House Rules Subcommittee on Rules and Organization 
Hearing on Fast Track Authority 
Thursday, May 1 1 , 1995 


Broad v. Narrow: 

It is premature to offer the President fast track authority. 

In the absence of the kind of action plan that was negcfiatec ; ' don’^ believe should 
offer open-ended fast track authority. We should krow whr : achieve in the first 

place. 

If we can agree on what our objectives should be, then I believe we should limit the fast track 
extension to Chile, if the Administration is prepared to define what It will do with fast track 
authority in other areas, we can then examine whether we should further broaden the authority. 

Negotiating Objectives: 

I believe that trade involves a great deal more than simply tariffs and traditional trade issues. 

For example, I can’t understand how you can have a free trade agreement with a country that 
doesn’t have a free labor market, or a free capital market, or real political and economic reform 
so that working people actually see some benefit from free trade. 

During the NAFTA debate I said that I didn't believe that it was enough of a force for progress. I 
still hold that belief today. This year we are expected to run a trade deficit of more than ten 
billion dollars with Mexico. We’ve seen tremendous turmoil in their market. The NAFTA should 
not be a ceiling on our trade negotiations, It should be a floor. 

If we’re simply going to allow Chile to join the existing NAFTA, then I don’t think we should offer 
fast track authority. And I would have trouble understanding how anyone who opposed the 
NAFTA could turn around and say that it looks any better today - that wo should simply extend 
its provisions to other nations. 

Labor and environmental issues must be integral components of any future trade agreements - 
not just as side agreements, but as part of the core agreement. And they must bo fully 
enforceable. 

We've also got to ensure that there is a broad base for economic and political reform to occur. 
Mexico’s ruling elite refused to allow the benefits of economic refoim to flow to all of the 
Mexican people. The failure to allow broad political reform helped foster an economic crisis that 
has affected our country as well as theirs. 

We must use negotiations to ensure that human rights - including the rights of indigenous 
people - are respected, not degraded. 

We need to seriously discuss the volatility of today’s capital markets, and do all we can to 
prevent future currency crises, such as the one that occurred wrth the Mexican peso earlier this 
year. 

We also need a serious discussion about the drug trade. 

Another vital issue is the need for a transition program. Too often, this is an afterthought, not 
an integral part of trade implementing legislation. 

Time period: 

I don’t believe that we should bo offering trade negotiation authority - if we are to grant it at all - 
- for a period that exceeds a President’s term in office. 
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Chairman Dreier. Thank you very much, Mr. Leader. We appre- 
ciate your being here. 

Mr. Rangel. 

Mr. Rangel. Mr. Leader, do you see the possibility of including 
the problem that we have with international drug trafficking ever 
being a proper subject in negotiating a trade agreement? 

Mr. Gephardt. Yes, I do. Later in my testimony I talk about 
that. I talk about capital markets, I talk about currencv exchange 
figures, and I think all of that, along with human rignts, should 
be involved in negotiations of free trade agreements. 

Chairman Dreier. Mr. Matsui. 

Mr. Matsui. I have no questions. I want to thank the leader for 
his testimony and for being here today. 

Mr. Gephardt. I thank you. 

Chairman Dreier. Mr. Payne. 

Mr. Payne. No questions. I also want to thank the leader for 
being with us this morning. 

Mr. Gephardt. Thank you. 

Chairman Dreier. Thank you very much for being here, Mr, 
Leader. 

Mr. Gephardt. Thank you. 

Chairman Dreier. We are goine to recess for just a few minutes, 
and I will try to get back as quickly as I possibly can, following this 
recorded vote. 

[Recess.] 

Chairman Dreier. The two subcommittees will reconvene. 

Our next panel is made up of four witnesses from various busi- 
ness associations. We have Jerry Junkins, chairman, president, 
and chief executive officer of Texas Instruments, Inc., on behalf of 
the Business Roundtable; Duane Burnham, chairman and chief ex- 
ecutive officer, Abbott laboratories, and chairman of the Emer- 
gency Committee for American Trade; William C. Lane, Inter- 
national Governmental Affairs manager, Caterpillar, Inc., on behalf 
of the National Foreign Trade Council, Inc.; and Robert Morris, 
senior vice president, the U.S. Council for International Business. 

We welcome all four of you and look forward to your testimony. 
We will begin with you, Mr. Junkins. 

STATE MENT OF JERRY R JUNKINS, CHAIRMAN, PRESIDENT, 

AND CEOEF EXECUTIVE OFFICER, TEXAS INSTRUMENTS, 

INC., ON BEHALF OF BUSINESS ROUNDTABLE 

Mr. Junkins. Thank you, Mr. Chairman. 

I appreciate the opportunity to speak to you about what has al- 
ready been discussed, the pivotal role, and increasingly so, that 
international trade and investment plays in our economy and the 
role of the fast track in facilitating the negotiations of these inter- 
national agreements. 

It seems like every time you open the newspaper or turn on the 
radio or the television, someone is talking about the Internet or the 
Global Information Infrastructure or the Networked Society. What 
all this talk really says to me is that we are living in an increas- 
ingly interdependent world and technology has certainly linked us 
to our neighbors in this country and around the world. 
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Clearly, a similar pattern of increasing linkage is taking place in 
the international trade and investment area. Our own company in- 
vests substantially around the world, and just a quick example, in 
Taiwan, investment by ourselves and other multinational compa- 
nies has made it possible for that country to develop its economy 
and become a major market for U.S. exports. Last year, U.S. ex- 
ports to Taiwan were about the size of the U.S. exports to Ger- 
many, and Taiwan consumed more semiconductors than all of 
China and the former Soviet Union combined. This clearly is a win- 
win situation, and there are countless other examples. 

Therefore, it is clear that economic isolation is not a viable choice 
for our nation. The reality is that the world is increasingly and un- 
avoidably interdependent, and what we must do is decide how we 
can structure our economic interdependence to benefit Americans 
and safeguard the interests of the American people. 

Negotiating bilateral and multilateral trade agreements that 
lower these barriers to our goods and services and create trans- 
parent international rules of trade is certainly part of the answer. 
But, as has already been stated, we cannot hope to conclude these 
meaningful agreements if we cannot assure our trading partners 
that agreements reached with the U.S. Trade Representative won*t 
be negotiated a second time with either Congress or the U.S. pri- 
vate sector. 

Therefore, the Roundtable strongly supports the renewal of con- 
gressional fast track procedures. On balance, we do not believe that 
drastic changes in the fast track process are called for. However, 
four general aspects of the fast track need to be reviewed and re- 
forms considered, and some have already been discussed. 

No, 1, we do believe that the Congress should increase its over- 
sight of negotiations in the prenegotiation phase. It is at this point 
that the specific objectives for actual negotiations are formulated, 
and it is critical for Congress to have a more structured input at 
this stage. 

No. 2, ConCTess and the administration should review the proc- 
ess by which legislation is developed to ensure that the full House 
and Senate are adequately consulted before the implementing leg- 
islation is finalized. This recommendation really reflects concerns 
that have developed and been expressed bvMembers of Confess 
during the consideration of GATT and NA!^A, by the full House 
and Senate that they did not have the opportunity for input before 
implementing legislation was finalized. 

No. 3, and this has already been discussed, the Congress should 
evaluate, we believe, how to treat revenue loss from tariff changes, 
since the elimination of foreign barriers to U.S. trade and invest- 
ment will contribute revenue gains through increased U.S. eco- 
nomic growth. Consideration clearly should be given to exempting 
trade and investment agreements finom these PAY-GO rules. 

No. 4, to come to the question of trade and environment, we 
think what Congress should do is enact fire walls necessarv to pre- 
vent the fast track process from being used to, one, amend domes- 
tic labor and environmental laws; two, to authorize imposition of 
punitive trade sanctions linked to these labor and environmental 
policies and practices; and three, to implement international labor 
and environmental agreements. 
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The Roundtable believes that environmental, labor, trade, and 
investment liberalization objectives are all important. However, 
conditioning an environmental or labor objective on achieving a 
separate trade and investment oWective, or vice versa, we believe, 
will impede achievement of both objectives. 

Last, on the time, the Roundtable believes the fast track should 
be extended for a period that realistically takes into account the in- 
creasingly complicated nature of these negotiations, and riven our 
experience on GATT, it is clear that the extension should be for 
several years and should be for both bilateral and multilateral ne- 
gotiations. 

The reality is that trading does benefit our economy. We are 
linked economically with others, and trying to isolate ourselves cer- 
tainly is not an option if we want to maintain and improve our 
standard of living and prosper as a nation. If we are to prosper, 
we must work to shape the environment in which we compete, and 
the negotiation of these market-opening agreements facilitated by 
this fast track authority will certainly help us in this effort. Thank 
you. 

[The prepared statement and attachments follow:] 
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STATEMENT OF JERRY R. JUNKINS, CHAIRMAN 
PRESIDENT, AND CHIEF EXECUTIVE OFHCER, TEXAS 

INSTRUMENTS, INC^ ON BEHALF OF BUSINESS ROUNDTABLE 

Mr. Chairman and members of the Subcommittee, 1 am Jerry R. Junldns, C hairman , 
President and Chief Executive Officer of Texas Instnimotts. I am appearing today on bdulf 
of The Business Roundtable. Thank you for giving me this oi^rtunity to speak to you 
today. Before addressing the specific issue of fiut-tiack, 1 would like to comment on the 
critical importance of international trade and investment to the United States and its 
companies, workers, farmers, and consumers. 

It seems like every time I q)en the new^>^)er, turn on the radio or switch on the 
television, someone is taUdng about the Internet, the Global Information Infrastructure or the 
Networked Society. What all this talk says to me is that wefe living in an interdependent 
world. Technology has linked us to our neighbors in this country and around the world. 

A similar pattern of increasing linkage is taking place in the international trade and 
investment arena. Our own company, Texas Instruments, invests substantially around the 
world. In Taiwan, for example, investment by TT and other multinational companies made it 
possible for that country to develop its economy and become a major market for U.S. 
exports. Last year, U.S. exports to Taiwan were about the size of U.S. exports to Germany, 
and Taiwan consumed more semiconductors than all of China and the former Soviet Union 
combined. This is a win-win situation for the United States, since this interdependence 
results in increased sales for American companies and, therefore, the creation of jobs at 
home. 


The United States seems to be at a crossroads. The Cold War is over, and our 
pursuit of free market reforms around the world has met with stunning success. Our national 
economy remains fundamentally strong. However, despite these positive realities, there 
seems to be some question about wheth^ we as a nation should continue to aggressively 
pursue trade and investment liberalization around the world. The answer should be a 
resounding yes, and both the public sector and the private sector should work together to 
expand trade and investment opportunities around the world. 

gYTERN ATTO N A L T RA D E ANp 

Ta, Tm heai.th.. of . th£ v ,s, e c qi^ q m y 

The U.S. economy, and U.S. business, have become internationalized. This is a feet 
of life that we can not, and should not, run from, but rather must embrace. There are those 
who enthusiastically recognize the nature of today’s global economy and the exciting 
opportunities it presents. Others may seek to hide from the global economy. But we can’t 
run from the reality of globalization, and we can’t afford to turn our backs on major 
opportunities. 

WejirejpJpneer an isolated econoniY functioninEJoiLcapable of functioning) without 
signififanj inty aytifin wjth pthyr eCQPOniKg ■ 

Since the end of World War II, the importance of mlcmational trade to the U.S. 
economy has grown exponentially. The United States is the world’s largest exporter, with 
$717 billion in exports of goods and services in 1994, accounting for 10.7 percent of overall 
GDP. From 1986 through 1993, exports of goods and services accounted for an astounding 
37 percent of total U.S. economic growth. In absolute tarns, total trade accounted for $1.9 
trillion in business activity in 1994. 

Trade is increasingly important for the world at large as well. In the last year alone, 
global trade in goods rose 9 percent in volume and 12 percent in value, to over $4 trillion. 
Compare this to the 3.5 percott rise in world goods production. Moreover, world services 
trade in 1994 has beoi estimated at $1.1 trillion. 

While some may yearn for simpler days, there is no real way to now unhook the U.S. 
economy, or any national economy, from the larger global economy. 
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Trade is good for the economy, good for business, good for farmers, good for workers. 


We have no reason to attempt the impossible and try to hide from the global 
economy, because it presents enormous, unprecedented opportunities for our nation. I’ve 
already mentioned how important exports are to the U.S. economy. This importance 
continues to increase. In 1994 alone, U.S. goods and services exports grew at an annual 
nominal rate of 8. 1 percent. Merchandise exports grew at a real annual rate of 1 1 percent, 
and as for some individual market sectors, consumer goods exports grew at an armual rate of 
9.4 percent, and exports of autos and auto parts grew at 8 percent. These growth rates were 
far higher than the rate of growth for the economy as a whole, which was about 4 percent. 

These exports mean huge amounts of money and jobs for the U.S. economy. There 
are now approximately 1 1 million U.S. jc^s directly created by exports of goods and 
services; there are about 5 million jobs indirectly supported by exports. Moreover, the 
number of j(^s directly supported by exports has risen 5 times faster than overall jobs in the 
U.S. economy. 

These jobs created by exports pay, on average, higher wages than the average U.S. 
wage - for example, jobs directly creiued by goods exports pay 18 percent higher than the 
average U.S. wage. Moreover, a significant majority of export growth is in high-wage 
sectors. Of the $65 billion increase in U.S. exports in the last two years, SIS. 5 billion was 
in electrical machinery, $8.4 billion in road vehicles, $4.8 billion in telecommunications 
equipment, $4.4 billion in computers, and $3.6 billion in general industrial machinery. 

These are the kinds of jobs this country needs to create for its workers. 

Here are some examples of how important trade is for leading sectors of the U.S. 
economy: 


lndustr 7 


Exports as Percentage of 
Shipments (1993) 


Computer equipment 43.3% 

Aerospace equipment 32.8% 

Entertainment 26.2% 

Telecommunications equipment 25.7% 

Electronic components & equipment 23.6% 

Plastics & rubber 22.5% 

Personal consumer durables 18.6% 


Exports are also key for our farmers. Thirty percent of harvested acreage in the 
United Stales is destined for export markets; a third of all U.S. farmers’ cash receipts come 
from export sales. U.S. agriculture sector exports were $50.8 billion in 1993. 

And exports just keep growing for important U.S. industries. For example, from 1991 
to 1994, exports of semiconductors were up 32 percent, machine tools, 22 percent, and 
telecommunications equipment, 21 percent. Over the past five years, exports of medical 
equipment grew an average of 14 percent a year, and exports of motor vehicles grew an 
average 1 1 percent a year. 

Trade obviously benefits the company that sells goods or services abroad. But trade 
also has a tremendous beneficial ripple effect in communities and throughout the U.S. 
economy. Trade benefits suppliers, especially the numerous small and medium sized 
companies, whose goods are either incorporated into exports or whose goods and services 
directly support the operations of U.S. exporters. Trade benefits numerous service 
providers, such as insurance companies and banks that finance an exporting company’s 
activities. The benefits ripple throughout the local community, to the restaurants, stores, and 
other establishments near manufacturing facilities. 



68 


In many instances, those who are benefitting from trade have no idea this is happening. 
For example, many workers, especially in the smaller and medium sized subcontractors, 
don’t realize that the fruits of their labor are destined for overseas markets, and that exports 
are responsible for a sizable chunk of their paychecks. 

Thus, exports are central to the overall health of our economy. The strength of U.S. 
exports has spearheaded the economy’s growth. It has created high-wage jobs. And it will 
continue to do so. 

Imports have their place, too. They give consumers a greater choice of goods and 
services, and provide them with goods and services not readily available from U.S. sources. 
Imports are often needed as inputs into further manufacturing, which facilitate U.S. 
production and make it more competitive, and hence create more U.S. jobs. Moreover, 
imports encourage competition and innovation. Walling off producers from competition 
often results in bloated, uncompetitive enterprises. This does not benefit anyone — not the 
company, not its workers, not consumers, and not the nation. 

The fact is that the United States is highly competitive in many areas including: 
semiconductors, computers, computer software (in which the United States has 75 percent of 
the world market), aerospace equipment, construction equipment, telecommunications 
equipment and services, financial services, information services (in which the United States 
has 46 percent of the world market) and entertainment. These are the technologies of today 
-- and of tomorrow. We must not be afraid to leap wholeheartedly into the opportunities 
presented by the international marketplace. 

A free flow of investment is iust as important as a free flow of goods and services . 

Not only is trade good for the United States -- international investment is important, 
too. Far too often, public debate on this issue is shaped by ill-informed and irresponsible 
rhetoric suggesting that any investment involving a foreign country must be bad. The facts 
quickly demonstrate how critical foreign investment is for the U.S. economy and for U.S. 
workers. 

First of all, we must recognize that the primary goal of foreign investment is the desire 
to serve the consumers in the country or region in which the investment occurs, not to find 
cheap labor or other inputs. Customers, be they users of intermediate goods in their own 
production operations or end users, demand prompt and reliable service from their suppliers. 
It is frequently difficult to meet those demands from thousands of miles away in the United 
Slates. Customers sometimes need or want to receive their goods from nearby manufacturing 
facilities. Proximity is even more important for services, of course. Consumers expect their 
banks, telephone companies, and professionals to be nearby. 

In fact, foreign investment by U.S. companies is concentrated in developed countries. 

If foreign investment were motivated by a search for low cost inputs, developing countries 
would be the predominant location for foreign investment. But developing countries 
accounted for less than 22% of worldwide stocks of foreign direct investment in 1992. 

Companies are also frequently forced to produce in other countries in order to jump 
over trade barriers. If we continue aggressively to tear down these barriers, this impetus 
will be removed. Moreover, overseas investments are often needed to keep U.S. companies 
competitive. Foreign investment allows companies to enjoy greater economies of scale and 
scope, and access to important foreign technologies. 

It is especially critical to recognize that exports follow investment. From 1982-1990, 
the growth in exports to affiliates of U.S. multinationals exceeded the growth in exports to 
unaffiliated foreigners by $14 billion. There is also a direct positive relationship between 
U.S. direct manufacturing investment in a country and the likelihood of a U.S. merchandise 
trade surplus with that country. Moreover, U.S. multinationals’ foreign manufacturing 
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investments are not predominantly made to produce goods to send back to the United States - 
- excluding Canada, only 7.2 percent of sales in 1990 by U.S. foreign manufacturing 
affiliates were exports to the United States. 

U.S. multinationals’ net return on foreign investments has been consistently positive, 
amounting to $48 billion in 1992 alone. In fact, this net return has been the single largest 
positive contribution to the United States’ balance of payments. 

Inward investment is good for the United States, too. Foreign-owned companies 
operating in the United States make important contributions to the nation’s economic strength 
and health and create U.S. jobs. U.S. subsidiaries of foreign-owned companies accounted 
for 4.7 million U.S. jobs in 1990, and about 10 percent of U.S. manufacturing Jobs. 

Foreign investors in the United States accounted for $91 billion of U.S. exports in 1990. 
Foreign investors bring funds that enable U.S. companies to expand. They also bring 
manufacturing know-how and other technology. We should recognize that we operate in a 
global economy, and welcome the jobs and other benefits of investment from sources outside 
our country. 

Liberalized trade and investment simply means £ettinp governments, both at home and 

abroad, out of people’s economic affairs and letting free markets work efficiently. 

The voters have sent a message that they want the government to reduce the level of 
intervention in their day-to-day lives. They would prefer that markets, not government 
agencies, make economic decisions. Those of us who believe in markets as the best 
decision-making mechanism for the economy can immediately see the need for trade and 
investment liberalization. Barriers to trade and investment impede growth, reduce choice, 
and result in higher prices, lower quality goods and services for consumers, and fewer jobs. 
That is why a mainstream consumer group like Consumers Union has generally supported 
trade liberalization. Artificial isolation from healthy and fair competition for producers 
results in inefficiency and waste. Governments around the world have recognized these 
realities, and have b^n steadily reducing barriers to trade and investment. 

The nav-savers are wrong - trade is not to blam e for the econ omic problems some 
perc^iv^ in our nation . 

Many arguments have been raised against trade and investment liberalization. These 
arguments, on close examination, don’t hold much water. 

One argument is that trade is bad because it costs U.S. jobs. It is true that some jobs 
are displaced by imports. However, trade involves a tiade-off - the gradual shift of jobs 
from low-productivity, low-competitivcncss, low- wage jobs to high-productivity, high- 
competitiveness, high- wage jobs. Yet far more jobs are shifted because of other factors, 
most significantly technological change. Alt these types of job shifts are inevitable. You 
cannot hide from these realities. 

There are always advocates of imposing trade barriers to "protect" jobs. Unless we are 
willing to reconsider the failed theories of isolated and planned economies, we know that 
jobs are created by the reality of the marketplace. You cannot permanently fteeze jobs into 
the economy if the realities of technology and competition mandate otherwise. Studies show 
the exceedingly high cost to the economy of trying to do so; one estimate is that U.S. import 
protection costs the U.S. economy $70 billion a year, or around 1.3 percent of GDP. 
Moreover, I iiavc already described how U.S. jobs are created by exports. We cannot 
effectively promote export growth and open markets abroad while closing our own markets. 

I am not underrating the real effects of job loss for individuals. I simply do not believe 
that trying to rieeze our economy in the face of reality is in the interest of this or future 
generations of workers. Our work force is one of the most diversified and highly educated 
in the world, and as a very large and fl«uble economy, we have the ability to absorb 
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workers into productive and well-paying jobs. Protectionism is not the way to help our 
workers, our citizens, nor our economy. What we need to do is keep our economy dynamic 
and open, and promote good, solid, effective training and education to help workers adapt to 
change. 

The Business Roundtable is committed to continue working with Congress and the 
Administration to develop and implement appropriate governmental education and training 
programs. We are on record in support of a comprehensive national worker assistance and 
retraining program and in support of programs to improve the U.S. education system, 
starting with pre-school children. The Roundtable supports these types of initiatives because 
in a world of increasing technological innovation, companies must be able to rely on a steady 
flow of educated, trained, and skilled scientists, technicians, and workers. 

Some have pointed to the U.S. trade deficit as evidence that trade is bad for the United 
Slates. Actually, we have a trade deficit because we consume more than we produce. The 
rest of the world provides us with what we demand, so we run a deficit. Also, in the last 
few years, we have been growing rapidly while our trading partners are mired in recession, 
so we temporarily import more and export less. The federal trade deficit doesn’t help, 
either. We must also realize that a large portion of our trade deficit consists of petroleum 
imports, which is not a job-displacing commodity. Another huge chunk is our auto and auto 
pans deficit with Japan, which is due to special, unique bilateral problems. 

When discussing the trade deficit, we should be addressing the low savings rate in the 
United States, and the high federal budget deficit, not imports. If we can lick these 
problems, we will have gone a long way to improving the U.S. economy, and the trade 
deficit will fall in line. Resorting to isolationism and protectionism to "solve" the trade 
deficit problem will not help the economy. 

There are also those who argue that international investment is bad. The data I 
presented above amply refute this argument. The decision to invest is a very complex one, 
involving many factors. For example, many U.S. companies invest abroad to boost their 
sales, which benefits the workers and shareholders back home in the United States. It's 
especially important to recognize that companies do not go abroad just to find cheap labor; 
many other factors weigh into investment decisions. The United States is endowed with 
numerous advantages which make it an attractive place for U.S. companies and foreign 
companies, including a highly productive and well-educated work force, state of the art 
communications networks and computer systems, technologically advanced production 
facilities, a well -developed transportation infrastructure, and stable and sophisticated legal 
and financial systems. If low wages were the main determinant of investment decisions and 
manufacturing strength, Haiti and Bangladesh would be economic leaders, not the U.S., 
Germany, and Japan. 

To those who would try to shut the United Slates off from the world economy, I would 
point to the experience of the Smoot-Hawlcy tariff of the 1930s. The United States, in a 
misguided effort to protect its market, help^ spark a worldwide shoving match of 
protectionism and isolationism, which has been credited with deepening the worldwide 
depression. 

J would also point to the recent trade liberalization undertaken by many developing 
countries. After years of failed attempts to improve their economies through protectionism, 
they are converting to the open market, capitalist philosophy and experiencing the highest 
growth rates in the world. Tne results have been phenomenally positive. For example, the 
Argentine GDP has grown at an annual rale between 6.0 and 8.7 percent after the 
liberalization policies of the current government began to take hold. In all of these countries, 
people are finding that opening markets, including dropping trade barriers, improves the 
national economy and the standard of living. It would be ironic for us now to repudiate our 
own counsel regarding free, open markets after seeing how well it has worked in these newly 
opened economies. 
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Cj>nstaDt trade and investment liberalaation arajMcdedto improve prospects tot U.S. 
companies and their workers . 

The goal of the government and the private sector is, and should be, to expand the 
U.S. economy and to create jobs for our workers. To accomplish these goals, it is critical 
that we open and expand forngn markets so we can boost U.S. exports. Congress, the 
Administration, and the business community, working together, have accomplished a lot 
towards this goal in the recent past. Most signiiicantly, in just the last two years, the United 
States put into effect the NAFTA and the Uruguay Round, and negotiated numerous bilateral 
trade and investment agreements. All these accompli ritments have gone far in opening 
foreign markets to U.S. goods and investment. 

However, we cannot stop here. In my industry, if you stop investing in the future, you 
run the serious risk of falling behind. Trade and investment liberalization is the same *- an 
ongoing process in which the United States must invest. If we are not in the vanguard of 
liberalization, we risk falling behind other countries, which are pursuing their own 
liberalization agendas. Moreover, continued efforts are needed to open up markets in 
developing countries, markets that will present huge opportunities for this country in the 
years to come. And lastly, despite recent improvements in world trade rules, trside and 
investment barriers remain, and new ones may always be erected. That is why it is critical 
that we aggressively pursue trade and investment liberalization initiatives, such as those 
taking shape in the Asia- Pacific Region and in Latin America. 

Growth in the developing world presents especially important opportunities for U.S. 
companies and their workers. Developing countries, particularly in Asia and Latin America, 
lead the world in GDP growth, have steadily increasing middle classes demanding consumer 
goods, and have high demand for goods and services, especially those needed for 
infrastructure improvement. The Commerce Department estimates that of the $2 trillion 
increase in global imports expected in all countries except the United States between now and 
2010, 75 percent will occur in developing countries and former centrally planned economies. 

Developing countries have a particularly strong demand for products and services for 
which U.S. companies are highly competitive providers. Examples are capital goods and 
equipment; high technology equipment and services; and goods and services needed for 
improvement of infrastructure such as transportation, construction, telecommunications, and 
environmental protection. Moreover, development builds demand for consumer goods and 
services, again an area of U.S. predominance. By the year 2010, China, India and Indonesia 
combined will have 700 million people with anmi^ income equal to that of Spain today. The 
opportunities for the United States are, frankly, mind-boggling. 

We are already seeing significant benefits from these markets. Over 40 percent of 
U.S. exports now go to the developing world; U.S. exports to Asia (excluding Japan) and 
Latin America have grown much more rapidly over the last decade than our exports to our 
major developed country trade partners. In 1994, for example, U.S. exports to developing 
countries grew at an annual rate of 11.5 percent. Growth of developing country economies 
and U.S. exports to those countries are predicted to continue rising dramatically. 

We need markets, developing and developed alike, to be open to our goods, services, 
and investment. Although the trend has been positive, we cannot guarantee economic 
liberalization will continue without our encouragement, and backsliding is always possible. 

Moreover, the world will not wait for us, as many countries are pursuing trade and 
investment liberalization agreements that could leave the United States out in the cold. 
Already, there are overlapping trade agreements in l-atin America that do not include the 
United States. Some Asian nations have been discussing a trade grouping that would exclude 
the United States. The European Union has been exploring trade agreements with Latin 
American nations. In ord^ to ensure that our trading partners don’t implement agreements 
and regimes detrimental to our interests, we must remain engaged, and maintain the 
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leadership role we have exercised so successfully these many years. This is not a burden for 
the United Slates. It is an unparalleled opportunity to shape post-Cold War economic 
relationships in our interests. 

The U.S. population is only four percent of the world population. If we ignore foreign 
markets, and do not actively pursue liberalization abroad, we risk putting our companies and 
workers at a disadvantage in competing for the huge prizes for success in the world 
marketplace, selling merchandise to the other 96 percent of the world’s population. We 
cannot afford to do that. 

And let’s not forget that economic liberalization abroad benefits the liberalizing country 
Itself, as well as global stability in general. Developing countries around the world have 
recognized the benefits of liberalization. They have, to varying degrees, abandoned statist, 
protectionist strategies in favor of openness. The result has been an economic boom. This 
in turn promotes creation of a middle class, which, along with openness to the rest of the 
world, promotes democracy and economic and political stability. Thus, economic 
liberalization advances important U.S. non-economic goals. And, in pure self-interest, we 
should note that these effects in turn boost the market for U.S. exports. 

We recognize that there are many important domestic issues on the national agenda. 

The Roundtable is as committed as you are to move aggressively on these issues. 
Nevertheless, the United States cannot afford to lose sight of the fundamental importance of 
international trade and investment to the health of the U.S. economy and its continued 
strength in the future. The Roundtable is committed to making the extra effort with you to 
keep international initiatives high on the national agenda. 

FAST TRACK PROCEDURES ARE A NECESSARY TOOL FOR THE 
NEGOTIATION OF INTERNATIONAL AGREEMENTS TO ELIMINATE TRADE 

AND INVESTMENT BARRIERS RAISED AGAINST THE UNITED STATES 

It is clear that economic isolation is not a viable choice for our nation. If we retreat 
from the world marketplace in the name of independence of action, the likely result will be 
a shrinking economy, shrinking standards of living for Americans and the risk that the U.S. 
will drop from its leadership position to last in line. The reality is that the world is 
increasingly and unavoidably interdependent . The question we should be asking, therefore, 
is not “how can we avoid engaging with the world," but “how can we structure our 
economic interdependence to benefit Americans and safeguard the interests of the American 
people?" 

Negotiating bilateral and multilateral trade agreements that lower foreign trade barriers 
to our goods and services and create transparent international rules of trade is part of the 
answer. We cannot hope to conclude meaningful agreements, however, if we cannot assure 
our trading partners that agreements reached with the U.S. Trade Representative will not 
have to be negotiated a second time with the U.S. Congress or the U.S. private sector. 

During the last thirty years. Presidents Nixon, Ford, Carter, Reagan, Bush, and 
Clinton all utilized the fast-track process established by the Congress to facilitate 
international trade and investment negotiations to break open foreign markets for U.S. 
products and services. 

As the Senate Committee on Finance explained in 1974, fast track procedures were 
created out of a clear and pressing need, because "our trading partners have expressed an 
unwillingness to negotiate without some assurances that the Congress will consider the 
agreements within a definite time-frame." The Committee recognized that, as a result, 

"[o]ur negotiators cannot be expected to accomplish [Congressional] negotiating goals ... if 
there ate no reasonable assurances that the negotiated agreements would be voted up-or-down 
on their merits. " When the House Committee on Ways and Means endorsed extension of the 
fast-track process in 1988, it emphasized that the fast-track process preserved a careful 
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constitutional balance between the Congress and the President, included safeguards against 
abuse, and had a proven track record. 

The reasons given by Congress to justify the renewal of fast-track procedures in 1988 
and its extension in 1991 are equally compelling today. There is still a clear and pressing 
need for fast-track procedures and the careful constitutional balance remains in pl^. 

If fast-track procedures are not reauthorized, comprehensive international negotiations 
that the United States needs to pursue will be impaired. Our trading partners will be 
reluctant to complete negotiations with us if they believe that they will have to negotiate the 
details of the agreement a second time with the Congress and the U.S. private sector. The 
Roundtable believes that such an outcome will be detrimental to the national interests of the 
United States. 

Fast-track has now been used five times: in 1979 for the GATT Tokyo Round; in 
1985 for the U.S. -Israel Free Trade Agreement; in 1988 for the U.S. -Canada Free Trade 
Agreement; in 1993 for the North American Free Trade Agreement; and in 1994 for the 
GATT Uruguay Round. Each of these have provided new insights on how to shape fast- 
track. 


On balance. The Roundtable believes drastic changes to the fast-track process are 
unnecessary. However, four general aspects of fast-track need to be reviewed and reforms 
considered. First, the Congress should increase its oversight of negotiations in the pre- 
negotiation phase. It is at this point that the specific negotiating objectives for an actual 
negotiation are formulated. The types of negotiating objectives set forth in the past have 
been a good general overview of the key issues, but they are static and out of context. It is 
more meaningful for the Congress to have a comprehensive and structured input into the 
development of negotiating objectives in the context of the actual negotiation. 

Second, Congress and the Administration should review the process by which 
legislation is developed to ensure that the full House and Senate are adequately consulted 
before the implementing legislation is finalized. This recommendation reflects concerns 
expressed by Members of Congress during consideration of the GATT agreement by the full 
House and Senate that they did not have an opportunity for input before the implementing 
legislation was finalized. This is a valid concern. Once implementing legislation is 
introduced, no amendments are permitted. However, many members of the House and 
Senate do not serve on the committees involved in preparing the implementing legislation. 

Third, the Congress should reevaluate how to treat the revenue loss from tariff 
changes. Under the pay/go rules. Congress must find offsets for revenue losses. Since the 
elimination of foreign barriers to U.S. trade and investment will contribute to revenue gains 
through increased U.S. economic growth, consideration should be given to exempting 
international trade and investment agreements from the pay /go rules. 

Fourth, Congress should enact firewalls necessary to prevent the fast-track process 
from being used (1) to amend domestic labor and environmental laws, (2) to authorize the 
imposition of punitive trade sanctions linked to labor and environmental policies and 
practices, and (3) to implement international labor and environmental agreements. 

The Roundtable believes that liberalization of trade and investment is fully consistent 
with the pursuit of sound environmental policies and improved working conditions throughout 
the world. While enhanced environmental protection and improved working conditions are 
not the fundamental objectives of international trade and investment liberalization, the 
economic growth fostered by expanded trade and investment can provide the financial and 
technical resources and create the public and private expectations and social choices that are 
necessary to promote effective environmental protection measures and improved working 
conditions. 
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However, the focus of trade and investment agreements should be on liberalizing trade 
and investment, not on remedying specific environmental and/or labor-related problems. The 
proper instruments for addressing transborder and global environmental issues and improved 
world-mde working conditions are international environmental and labor agreements, not 
trade and investm^t agreements. 

Environmental and labor and trade and investment liberalization objectives are all 
important. Making progress on one of these fronts should not be held hostage to making 
progress on the other. These objectives should be pursued vigorously through separate or 
par^lel initiatives. Conditioning an environment or labor objective on achieving a separate 
trade and investment objective, or vice versa, will impede the achievement of both 
objectives. Such strict "conditionality” should be avoided. 

Attached for the Committee's information are two statements by The Business 
Roundtable that explain in greater detail The Roundtable’s position on international trade and 
investment initiatives and their relationship to international environmental and labor issues. 
The fu-st, Protecting the_Global Environment and Promoting International Trade: Principle 
and Action Plan , outlines a set of principles that the Roundtable believes should govern the 
relationship between trade poUcy and environmental protection. It also includes a series of 
initiatives that the U.S. should pursue in order to make significant progress in addressing 
transborder and global environmental concerns without unnecessary and unwarranted 
obstacles to continued liberalization and expansion of international trade and investment. The 
second, imcmaUQoai jiafe asd Jnygst me nund Labon Ggns m jgtiys-Agptpagbfis. similarly 
sets out a framework and proposed initiatives to promote improved working conditions 
throughout the world. 

Finally, The Roundtable also believes that fast-track should be extended for a period 
that realisti<^]y takes into consideration the increasingly complicated nature of international 
trade and investment negotiations. It should be noted that the Uruguay Round took seven 
years to negotiate and almost another full year to implement. Finally, the Roundtable 
believes that fast-track should be reauthorized for use in both multilateral and bilateral 
negotiations. To limit it to one or the other or to specific countries is too restraining and 
would unduly restrict the United States from taking advantage of unforeseen negotiating 
opportunities that may arise and accrue to the economic benefit of the United States. 

The reality is that trading benefits our economy. We are linked economically with 
others. Trying to isolate ourselves simply isnt an option if we want to maintain and 
improve our standard of living and prosper as a nation. And if we are to prosper, we must 
work to shape the environment in which we compete. The negotiation of martet (qiening 
agreements, facilitated by fast-track authority, will help us in this effort. 
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May 9, 1995 


INTERNATIONAL TRADE AND INVESTMENT AND 
LABOR: CONSTRUCTIVE APPROACHES 


The United States needs to promote economic growth through international 
trade and investment, which will improve working conditions throughout the world. The 
Business Roundtable believes these are complementary objectives: Success in achieving trade 
and investment liberalization will facilitate improved working conditions. 

The relationship between trade and investment policy and labor policy has 
become a source of intense debate and controversy, both domestically and internationally. 

The way in which these issues are addressed by policy makers is of enormous importance to 
the business community and society in general. Consequently, The Business Roundtable has 
undertaken to formulate a set of general principles upon which the policy debate should 
proceed. 


Principle 1. Trade and investment agreements should focus on achieving 
trade and investment liberalization, rather than on achieving labor policy objectives. 

The principle objectives of trade agreements have been and should remain the 
liberalization of trade and investment and the promotion of economic growth. Trade 
expansion and economic growth create social and financial conditions conducive to achieving 
improved working conditions. The successful conclusion of a trade and investment 
negotiation should not be compromised or delayed by ancillary efforts to address labor issues 
by means of an agreement whose fundamental objective is to liberalize trade and investment. 
The inconsistency of linking between trade and labor policies is particularly troublesome 
because such conditionality would impede the achievement of both objectives. 

For example, there is growing evidence to suggest that increasing trade and 
investment is having a positive impact on working conditions in developing countries without 
the threat of trade sanctions or the compulsion of international labor standards. Recent 
studies of those developing countries that have emerged as world market competitors indicate 
that their workers are reaping the benefits of the international trading system. Since the 
1960’s, real wages have increased by 400 percent in Hong Kong, over 600 percent in Korea, 
and more than 800 percent in Taiwan. In the 1980s, when newly industrialized countries 
became significant forces to be reckoned with in world markets, real earnings for workers in 
those countries either kept pace with or exceeded growth in GDP/GNP. Equally significant 
is the mounting evidence that these economies are also increasing real minimum wages, 
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sanctions, the United States should pursue cooperative international initiatives. To this end. 
The Business Roundtable J )eUeves the United States should upgrade its particiDation in the 
ILO . As the United States Council for International Business has suggested, the Untied 
States should: 

• take more seriously the ILO^s work with respect to employment 
creation and structural adjustment, including both policy and technical 
assistance activities; 

• hdp revamp and modernize the overly complex system of EX) 
conventions (which are unworkable, as evidenced by their poor 
ratification record); and 

• promote efforts to improve the ILO*s supervisory machinery. 

With respect to the WTO, it is not an appropriate forum to address 
international labor issues in general. The WTO*s principal purposes are to facilitate the 
negotiation of trade and investment liberalization agreements and to ensure their 
implementation. Attempts to negotiate internationally recognized labor standards in the WTO 
that are linked to trade sanctions will politicize the WTO to the extent of risking its ability to 
adequately and effectively perform its mission. 

Equally sigruflcant, and often ignored, is the plain fact that the WTO's dispute 
settlement procedures are not smictured to address broad social issues. Even if it were 
possible to overcome the substantial difficulty in agreeing on clearly defined international 
labor standards, a dispute would involve qualitative and politically subjective judgments of 
what constitutes injury and how much trade should be sanctioned. For example, the WTO 
does not provide for collective withdrawal of market access rights (a concept envisaged by 
many proponents of a WTO labor regime, but in direct conflict with the WTO's fundamental 
principle that relates the severity of a breach of obligations directly to the level of injury 
caused). 


Gonclusipn 

The Business Roundtable agrees that improving working conditions around the 
world is an important goal. Economic growth, spurred by trade and investment, is the most 
constructive path to this objective. In conjunction with trade and investment, cooperative 
international efforts can also play a significant role. Trade sanctions and conditionality are 
counterproductive and undermine progress. With this in mind, the United States should 
promote improved global working conditions by continuing to promote trade and investment 
liberalization worldwide, while simultaneously pursuing cooperative bilateral and multilateral 
efforts on labor conditions. 


[An additional attachment to this testimony is being retained in the Committee's 
files] 
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Chairman Dreier. Thank you very much, Mr. Junkins. 

Mr. Burnham. 

STATEMENT OF DUANE L, BURNHAM, CHAIRMAN AND CHIEF 

EXECUTIVE OFFICER, ABBOTT LABORATORIES, AND 

CHAIRMAN, EMERGENCY COMMITTEE FOR AMERICAN 

TRADE 

Mr. Burnham. Thank you. Grood morning. I am Duane Burnham, 
chairman and chief executive officer, Abbott Laboratories, an Illi- 
nois-based manufacturer of health care products. I am here today 
to testify on behalf of the Emergency Committee for American 
Trade, of which I am also chairman, in support of fast track au- 
thority that will enable the President to negotiate trade agree- 
ments on behalf of the United States. 

The Emergency Committee for American Trade, or ECAT, as we 
are more popularly known, is an organization of the leaders of 
about 60 large U.S.-headquartered multinational companies. ECAT 
was pleased to have been in the forefront of those who supported 
the original grant of fast track trade negotiating authority that was 
contained in the Trade Act of 1974. Without tne fast track, there 
would have been no Tokyo roimd of multilateral trade negotiations 
in the seventies, no United States-Israel Free TVade Act, no United 
States-Canada free trade agreement, no NAFTA, and no Uruguay 
round. 

While we do not have a bill of particulars as to what the details 
of a new grant of fast track negotiating authority should contain, 
we do have the following thoughts as to a general outline. 

As to duration, we suggest a grant of negotiating authority for 
a period of at least 5 years. Were foreign trade a less contentious 
issue than it is, we would suggest a fast track grant for a period 
far longer than our suggested 5 years in order to provide greater 
certainty as to the conduct of U.S. trade policy. 

As to the scope of trade negotiating authority, we recommend 
that the authority should be available for either bilateral, regional, 
or multilateral negotiations. This would enable the President to ne- 
gotiate a trade agreement with Chile, for example, or with any 
other country or countries, as may be deemed appropriate. 

In addition to authorizing negotiations on nontariff barriers, the 
fast track should also grant the President the authority to proclaim 
modifications of U.S. tariffs, subject to such limitations as are de- 
termined by the Congress. 

As to objectives to be attained through trade negotiations that 
would be authorized by the new grant of fast track authority, we 
believe that since the new grant is not being formulated for the 
purpose of authorizing U.S. participation in a particular negotia- 
tion, the negotiating objectives of the fast track should be of a gen- 
eral nature, such as attainment of more open, fair, and reciprocal 
market access and improved trading rules and provisions that 
would benefit the U.S. economy. 

More specific negotiating objectives would be spelled out and 
crafted to fit the circumstances of particular negotiations that 
might be ixndertaken, pursuant to the basic grant of fast track ne- 
gotiating authority. 



80 


As is known to the Members of Congress, we in ECAT, together 
with other business groups, are opposed to the inclusion of labor 
and environmental issues as objectives of trade negotiations. We 
are in no way, however, opposed to international negotiations on 
these issues in nontrade forums, such as the ILO or other appro- 
priate bodies of the United Nations, or in other international orga- 
nizations. In fact, we believe it appropriate that the United States 
negotiate international agreements to improve labor standards and 
to safeguard the environment. 

We firmly and strongly believe, however, that trade negotiations 
are not an appropriate forum for such negotiations. Because there 
is little consensus domestically or internationally on labor or envi- 
ronmental issues, we do not believe that such issues should be con- 
sidered outside the normal legislative process, as they would be 
under the fast track procedures applicable to trade agreements. 

In addition to opposing labor and environmental considerations 
being subject to trade negotiations, we in ECAT also adamantly op- 
pose the use of trade sanctions as a means of seeking labor or envi- 
ronmental objectives or of expressing U.S. displeasure with foreim 
labor or environmental measures. The use of trade sanctions tot 
such nontrade related issues disrupts commercial relations and is 
costly to U.S. exporters and their employees. 

We recommend that other aspects of a fast track extension basi- 
cally conform to the fast track provisions of the 1988 Omnibus 
Trade and Competitiveness Act, as amended. These provisions have 
well served the economic interests of the United States. We would 
suggest, however, that fast track procedures might be modified to 
ensure more effective and appropriate consultations with the Con- 
gress, both before, during, and after trade negotiations. 

We in ECAT and, I believe, others in the business community, 
are generally satisfied with fast track procedures for consultations 
with the business community during the course of trade negotia- 
tions. We recommend that these be continued. 

Before concluding, I would like to comment on the applicability 
of the congressional bud^^et process to the financial conseauences of 
trade negotiations. Opinion is nearly unanimous that traae liberal- 
ization stimulates economic activity with resultant positive eco- 
nomic consequences for the Federal budget. Therefore, we wonder 
if it would be possible to accommodate these consequences by per- 
haps removing trade agreements from the budget process. 

I thank you for the opportunity to present our ECAT views to 
you and look forward to working with all of Congress on future 
matters of U.S. trade policy, 

[The prepared statement follows:] 
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STATEMENT OF DUANE L. BURNHAM, CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER, ABBOTT LABORATORIES, AND CHAIRMAN, 
EMERGENCY COMMITTEE FOR AMERICAN TRADE, BEFORE THE WAYS 
AND MEANS SUBCOMMITTEE ON TRADE AND THE COMMITTEE ON 
RULES SUBCOMMITTEE ON RULES AND ORGANIZATION HEARING ON 

EXTENSION OF "FAST TRACK" NEGOTIATING AUTHORITY 

THURSDAY, MAY 1 1, 1995 

Good morning, 1 nm Duane Buriiliain, Cliairnian and Chief Executive 
Officer of Abbott Laboratories, an Illinois-based manufacturer of health care 
products. Our worldwide sales in 1994 totaled more than S9 billion. We have 50 
thousand employees in 130 countries. 1 am here today to testify on behalf of the 
Emergency Committee for American Trade, ECAT, as we are popularly known, in 
support of a grant of "fast track" authority that will enable the President to 
negotiate trade agreements on behalf of the United Slates. 

I am also the Chairman of ECAT which is an organization of the leaders of 
about 60 large U.S.-headquartered multinational companies. ECAT member firms 
account for a substantial portion of total U.S. exports. Their worldwide sales last 
year were over SI trillion, and they employ nearly 5 million workers. As can be seen 
from these figures, ECAT has a keen interest in U.S. trade policy, and has supported 
trade-expansionary measures over the 28 years of its existence. 

ECAT was pleased to have been in the forefront of Ibose wlio supported the 
original grant of fast track trade negotiating authority that was contained in the 
Ti ade Act of 1974. The fast track was and is an innovative mechanism llial assures 
to our trading partners that those provisions of trade agreements negotiated by the 
United States requiring statutory action will be considered in a timely fashion by the 
Congress. Without such assurance, it is a certainty that other countries would not 
conclude comprehensive trade negotiations with the United States. Without the fast 
track, there would have been no Tokyo Round of multilateral trade negotiations in 
the 1970s, no U.S.-Israel free trade pact, no U.S.-Canada Free Trade Agreement, no 
N.\FTA, and no Uruguay Round. 

Because we in ECAT firmly believe that these agreements substantially 
benefit the United States, we are strongly supportive of a new grant of fast track 
negotiating authority that will enable the United States to enter into new trade 
agreements designed to enhance our country's economy. We also believe that those 
who miglit be disadvantaged by such agreements should be appropriately assisted in 
coping with any changed circumstances. 

While we do not have a bill of particulars as to what the details of a new 
grant of fast track negotiating authority slioiild contain, we do have the following 
thoughts as to its general outline. 

As to duration, we suggest a grant of negotiating authority for a period of at 
least five years. We would prefer this to a hyphenated authority such as the one 
provided in the Omnibus Trade and Competitiveness Act of 1988. That authority 
was for a period of three years with a qualified provision for a two-year extension. 
Were foreign trade a less contentious issue than it in fact is, we would suggest a fast 
track grant for a period far longer than our suggested five years to provide greater 
certainty as to the conduct of U.S. trade policy. Cei tainty is critical to the long- 
range planning that is increasingly iteccssai^ for the advancement of the economic 
well-being of U.S. firms and their employees in a globalized economy. 

As to the scope of trade negotiating authority, we recommend that the 
authority should be available for either bilateral, regional, or multilateral 
negotiations. This would enable the President to negotiate a trade agreement with 
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Chile, for example, or with any other country or countries as may be deemed 
appropriate. 

In addition to authorizing negotiations on non-tarifT barriers, the fast track 
should also grant the President the authority to proclaim modifications ofU.S. 
tariffs subject to such limitations as are determined by the Congress. Based on the 
requirement of reciprocity, we would suggest that the President be authorized to 
negotiate reductions in ll.S. tariffs of 50 percent. The President should also be 
granted additional authority to negotiate the elimination of U.S. tariffs under such 
circumstances, for example, as the zero for zero negotiations of the Uruguay Round. 

As to objectives to be attained through trade negotiations that would be 
authorized by the new grant of fast track authority, we believe that since the new 
grant is not being formulated for the purpose of authorizing U.S. participation in a 
particular negotiation, the negotiating objectives of the fast track should be of a 
general nature such as the attainment of more open, fair, and reciprocal market 
access, and improved trading rules and provisions that would benefit the U.S. 
economy. 

More specific negotiating objectives would be spelled out and crafted to fit 
the circumstances of particular negotiations that might be undertaken pursuant to 
the basic grant of fast track negotiating authority. These specific objectives would 
be developed among the President, the Congress, and the public prior to entering 
into any trade negotiation. It is likely that the specific objectives of future trade 
negotiations will concern trade in goods and services, and improved protection for 
intellecinal property rights. However, other objectives such as harmonizing 
competition policies or guaranteeing national treatment for foreign investments 
might also pertain to particular negotiations. 

Ill short, we foresee the possibility of differing objectives for different trade 
negotiations. Therefore, we suggest the generic grant of fast track authority contain 
only general objectives. Later, specific objectives would be filled in for particular 
negotiations that might take place during the time frame of the basic authority. 

As is known to members of the Congress, we in ECAT together with other 
business groups are opposed to the inclusion of labor and environment issues as 
objectives of trade negotiations. We are in no way opposed to international 
negotiations on these issues in nomtrade forums such as the International Labor 
Organization or in other international organizations. In fact, we believe it 
appropriate that the United States negotiate international agreements to improve 
labor standards and to safeguard the environment. We firmly and strongly believe, 
however, that trade negotiations are not an appropriate forum for such 
negotiations. We recognize, however, that there are and will be instances where a 
labor or environmental consideration is directly and necessarily related to a matter 
subject to a trade negotiation. Such an instance might include sanitary or safety 
matters directly related to a trade agreement involving an agricultural or industrial 
product. 

Because there is little domestic or international consensus on labor and 
environmental issues, we do not believe that such issues should be considered 
outside the normal legislative process as they would be under the fast track 
procedures applicable to trade agreements. 

Ill addition to opposing labor and environmental considerations being 
subjects of trade negotiations, we in ECAT also adamantly oppose the use of trade 
sanctions .is a means of seeking labor or environmental objectives or of expressing 
U.S. displeasure with foreign labor or environmental measures. The use of trade 
sanctions for such non-trade>related issues disrupts commercial relations and is 
cosily to U.S. exporters and their employees. 
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We recommend tlint other aspects of a fast track extension basically conform 
to the fast track provisions of the 1988 Omnibus Trade and Competitiveness Act, as 
amended. These provisions have well served the economic interests of the United 
States. 


We would suggest, however, that fast track procedures might be modified to 
insure more elTective and appropriate consultations with the Congress both before, 
during, and after trade negotiations. In this way Congress can be a more efTective 
participant in the whole negotiating process. This, for example, might require 
extending the 60-day notincation requirement of intent to enter into trade 
negotiations to a somewhat longer period, of perhaps 7S days, to enable more 
extensive consultation between the Administration and the Congress on (he nature 
and objectives of proposed negotiations before actually initiating them. This would 
enable (he views of (he Congress to be more effectively obtained and represented in 
the framework of negotiations. Similarly, the 90-day notification requirement of 
intent to sign a trade agreement might be extended to 120 days for the same 
purpose. 

We ill ECAT, and 1 believe others in the business community, are generally 
satisfied with fast track procedures for consultations with the business community 
during the course of trade negotiations. We recommend that they be continued. 

Our earlier suggestion that the 90-day notification requirement of intent to sign a 
trade agreement be extended to 120 days would afford the business community, 
particularly the advisory committees to the USTR and other agencies, needed time 
to evaluate and offer views on the proposed agreements. 

Before concluding, I would like to comment on the applicability of the 
Congressional budget process to the financial consequences of trade negotiations. 
Opinion is nearly unanimous that trade liberalization stimulates economic activity 
with resultant positive economic consequences for the federal budget. Therefore, we 
wonder if it would be possible to accommodate these consequences, perhaps by 
removing trade agreements from the budget process. Otherwise, the future of U.S. 
(Hide policy might inappropriately be held hostage to questionable economic 
assumptions. This would be to the detriment of the U.S. economy, its firms, and its 
workers, and the countries with whom the United Stales trades. 

If it is decided to leave trade agreements in the budget process, we suggest 
some revision of the rules to provide more flexibility in selecting the items to 
constitute the financing package. This could help to avoid the kind of jeopardy that 
the financing package nearly caused for the Uruguay Round. 

I thank you for the opportunity of presenting these ECAT views to you, and 
look forward to working with you on future matters of U.S. trade policy. 
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Chairman Dreier. Thank you very much, Mr. Burnham. 

Mr. Lane. 

STATEMENT OF WILLIAM C. LANE, INTERNATIONAL 

GOVERNMENTAL AFFAIRS MANAGER, CATERPILLAR, INC., 

ON BEHALF OF THE NATIONAL FOREIGN TRADE COUNCIL, 

INC. 

Mr. Lane. Thank you, Mr. Chairman, and thank you for this op- 
portunity to present the National Foreign Trade Council’s views re- 
garding a new grant of fast track trade negotiating authoriW. 

Even with the success of NAFTA and GATT, the council believes 
much remains to be done in order to increase U.S. exports. Trading 
blocks are forming and expanding in Asia, Europe, and Latin 
America. If the United States is part of these arrangements, Amer- 
ican exporters and workers will benefit from improved market ac- 
cess. But if we are excluded, U.S. firms will be seriously disadvan- 
taged in some of the world’s fastest growing markets. 

A good example of this is the proposal that NAFTA be expanded 
to include Chile. By obligating Chile to eliminate its current 11 
percent duty on manufactured goods, the United States has an op- 
portunity to not only gain better market access in Chile, but pref- 
erential market access. That is because Chile will only eliminate its 
duties on North American-built products. That means companies 
like Caterpillar will be able to sell virtually their entire product 
lines in Chile duty free, while our European and Japanese competi- 
tors will continue to be subject to Chile’s hi^ tariffs. 

For the United States, what is even more compelling is that 
while Chile must make major trade concessions to join NAFTA, for 
many sectors of the U.S. economy, no change in U.S. tariffs will be 
required. The reason is simple. The United States has already 
eliminated its tariffs on a wide range of products. From beer to 
bulldozers, from furniture to pharmaceuticals, the U.S. tariff is al- 
ready zero. 

Of course, Chile does not have to join NAFTA. It could link up 
with the South American trading block, MERCOSUR. But if that 
happens, it is going to be Brazifian companies and their workers 
who will benefit from preferential market access in Chile. 

Whether the goal is to increase trade in Chile, Asia, or the one 
continent we never hear about, Africa, the National Forei^ TVade 
Council believes the premise behind fast track authority is still a 
sound one. For the United States to win meaningful trade conces- 
sions from other countries, there must be assurances that Congress 
will vote on a final trade bill in its entirety. That is why the Coun- 
cil recommends that a new grant of negotiating authority be struc- 
tured in such a way as to allow America to pursue an ambitious 
trade agenda. 

Consistent with this objective, we believe new authority should 
be for a long duration. We suggest 6 to 8 years, with flexibility so 
that the United States can pursue freer trade both within a re- 
gional and WTO context. 

But the council also recommends that there be an improved fast 
track provision. We recall that the previous grant of negotiating 
authority extended fast track treatment to provisions deemed nec- 
essary and appropriate. This language allowed Congress to pass, 
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Thanlk you Chairmen Crane and Dreier, and members of the 
Subcommittees. I appreciate the opportunity to testify today on 
the matter of extension of the President's trade negotiating 
authority . 

My name is Bill Lane, of Caterpillar Inc., where I am Manager 
of International Governmental Affairs. I also serve as chairman of 
the National Foreign Trade Council's Trade and Investment 
Committee, on behalf of which I appear before you today. 

The National Foreign Trade Council (NFTC, Council) , founded in 
1914, is a broad-based trade association dealing exclusively with 
U.S. public policy affecting international trade and investment. 
The Council's membership consists of approximately 500 U.S. 
manufacturing companies, financial institutions and other firms 
having substantial international operations or interests. Our 
members collectively account for over 60% of U.S. non-agricultural 
exports and a like percentage of all U.S, private foreign 
investment . 

The Council's goal is to develop and advance policies designed 
to expand U.S. exports, enhance U.S. foreign investment, and 
improve the competitiveness of U.S. industry. 

The NFTC strongly urges Congress to pass legislation this year 
extending "fast track" triade negotiating authority to the 
President . 

The Council has long believed that it is in the U.S. national 
interest to provide the President with fast track trade negotiating 
authority. Equipped with such authority, Republican and Democrat 
administrations have persuaded foreign countries to open markets 
and adhere to a common set of trading rules. Fast track has proven 
vital to America's efforts to increase exports and create U-S. 
jobs . 
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via NAFTA and GATT, new revenue measures needed to satisfy 
congressional PAY-GO requirements. 

NrTC believes that sum an application of fast track authority 
was not appropriate. To correct this problem, the council rec- 
ommends that new authoriW be more narrowly defined so that only 
what is required to enact the trade agreement be covered by fast 
track. 

We also believe that new authority should not mandate that 
trade liberalization be linked to various social objectives. Persuad- 
ing countries to lower trade barriers is a worthy and difficult pur- 
suit in its own right, especially when U.S. tariffs are already at 
zero. Further efforts to open markets to American products will be 
vastly more complicated if trade agreements are encumbered with 
the added burden of setting labor and environmental mandates. 

Mr. Chairman, fast track negotiating authority has allowed Re- 
publican and Democratic administrations to persuade foreign coun- 
tries to open markets and adhere to a common set of trading rules. 
As a result, U.S. exports have increased and new American jobs 
have been created. We strongly believe that it is time for Congress 
to provide the President with new trade negotiating authoriW. 

The 500-member National Foreim Trade Council looks forward 
to working with both of you and the other Members of the 104th 
Congress in this endeavor. Thank you. 

(TTie prepared statement follows:] 
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Even with the success of the North American Free Trade 
Agreement (NAFTA) and Uruguay Round of GATT Negotiations (Uruguay 
Round) , much remains to be done in order to increase U.S. exports. 
Trading blocs are forming and expanding in Asia, Europe and Latin 
America. If the United States is included in these arrangements, 
American exporters and workers will benefit from improved market 
access. If excluded, U.S. firms will be seriously disadvantaged in 
some of the world's fastest growing markets. 

A good example of this is the proposal that NAFTA be expanded 
to include Chile. By obligating Chile to eliminate its current 11 
percent duty on manufactured goods, the United States has an 
opportunity to not only gain better market access in Chile, but 
preferential market access. This is because Chile will only 
eliminate its duties on North American-built products. That means 
companies -- like Caterpillar -- will be able to sell virtually 
their entire product lines in Chile duty-free, while our European 
and Japanese competitors will continue to be subject to Chile's 
high tariffs. 

What is even more compelling from the standpoint of the United 
States is that while Chile must make major trade concessions to 
join NAFTA, for many sectors of the U.S. economy no change in U.S. 
tariff rates will be required. The reason is simple. The United 
States has already eliminated its tariffs on a wide range of 
products, From beer to bulldozers . . . from furniture to 

pharmaceuticals, the U.S. tariff is zero. 

Of course, lower tariffs is just one benefit of an expanded 
NAFTA. American firms will also benefit from improved market 
access for services, enhanced intellectual property rights 
protection, and better investment rules. 

As you know, Chile doesn't have to join NAFTA. It could Link 
up with the South American -based trading bloc Mercosur. If that 
happens, it will be Brazilian companies and their workers who will 
benefit from preferential access to Chile's market. 

Whether the goal is to increase trade with Latin America, Asia 
or Africa, the NFTC believes the basic premise behind "fast track" 
authority is a sound one. For the United States to win meaningful 
trade concessions from our negotiating partners, there must be 
assurances that Congress will vote on a final agreement without 
amendment. Otherwise, negotiators will contend -- correctly -- 
that a final trade agreement is worthless because it could be 
"amended to death" by Congress. 

But the Council also believes a new grant of negotiating 
authority should be structured differently from what was included 
in the Omnibus Trade and Competitiveness Act of 1988. 

Following are the key elements of what the NFTC believes 
should comprise a new grant of fast track trade negotiating 
authority. We sent our fast track policy statement to each member 
of the Committees on Ways and Means and Finance in March. 

o An Ambitious Trade Agenda : New authority should be broad 

enough to permit negotiations beyond those required for 
Chile's accession to NAFTA. Authority should allow America 
the flexibility to bring other Latin American nations into 
NAFTA, pursue free trade objectives in Asia and initiate the 
first, comprehensive round of WTO negotiations. 

o Six- to-Eitjht Ye^rs of NeaotiatinQ Authority . Persuading 
countries to liberalize their trade regimes takes time. 
Consequently, negotiating authority needs to be granted for a 
long enough period so that comprehensive trade negotiations 
with Latin America and Asia can be concluded. Consistent with 
such a lengthy duration, NFTC believes there should be 
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increased Executive branch consultation with Congress and the 
private sector. Finally, to lessen the tendency to politicize 
trade, NFTC recommends that any built-in "fast track" renewals 
occur off the election cycle. 

o Iiimited "Fast Track" Applications : Previous grants of "fast 
track" have been too broad and liberally applied. By allowing 
fast-track treatment of provisions deemed "necessary and 
appropriate, " Congress passed via NAFTA and GATT implementing 
legislation revenue measures needed to satisfy Congressional 
"pay-go" requirements. The Council recommends that a new 
grant of authority be more narrowly applied so that only what 
is "required" to enact the provisions of a trade agreement 
will be covered by "fast track." 

o No Afandate to Link Trade with X^bnr /Environment : Labor and 
environmental issues are important to NFTC members. The 
Council encourages the United States to pursue its labor and 
environmental objectives through engagement in such fora as 
the International Labor Organization, the Organization of 
American States and United Nations. Furthermore, we believe 
trade liberalization actually provides the resources needed to 
improve the environment and enhance worker rights. 

But NFTC strongly opposes calls to condition trade 
liberalization on meeting certain social objectives. 
Persuading countries to lower trade barriers is a worthy and 
difficult pursuit in its own right. Future efforts to open 
foreign markets will be vastly more complicated if trade 
agreements are encumbered with the added burden of setting and 
enforcing labor and environmental mandates. 

o Iiiznit Use of Trade Sajictiotns : NFTC is keenly aware that some 
of the groups calling for linkage between trade liberalization 
and labor/environmental issues have a long history of 
advocating protectionism. It would be tragic if after 50 
years of being the catalyst of global trade liberalization, 
the United States would allow these groups to erect new trade 
barriers through the back-door means of enforcing non- trade 
provisions . 

To limit such a possibility, NFTC recommends that a new grant 
of negotiating authority stipulate that trade sanctions cannot 
be used to enforce non-trade provisions. 

Thank you again, Chairmen Crane and Dreier, for the 
opportunity to present the Council's views on this important issue. 
The National Foreign Trade Council looks forward to working with 
you and the 104th Congress this year to fashion a new grant of 
Trade Negotiating Authority. 
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Chairman Crane. Thank you, Mr. Lane. 

Mr. Morris. 

STATEMENT OF ROBERT J. MORRIS, SENIOR VICE PRESIDENT, 
U.S, COUNCIL FOR INTERNATIONAL BUSINESS 

Mr. Morris. Thank you, Mr. Chairman. 

I wish to make four main points in my testimony today. No. 1, 
the U.S. Council for International Business favors early renewal of 
fast track legislation, especially for the proposed negotiations this 
year for Chile’s accession to NAFTA. However, we also recommend 
that any accession to NAFTA not be used as an occasion to add 
new provisions dealing with environment or workers’ rights into 
the NAFTA agreement itself. 

No. 2, we do favor expanded cooperation with any new free trade 
partners in this hemisphere in a variety of areas, and we support 
the negotiation of separate a^eements with Chile, and eventually 
other free trade partners, which provide for pro^ams of enhanced 
cooperation on environmental and labor matters in particular. 

However, we also recommend that Chile and other new partners 
not be required to accede to the environmental and labor side 
agreements as reached with Mexico and Canada in 1993. We be- 
lieve that any separate agreements on labor and environment with 
other countries should concentrate on encouraging and enhancing 
cooperation but should not contain coercive or confrontational fea- 
tures. We are particularly opposed to the incorporation of any form 
of trade sanction to enforce environmental or labor standards or be- 
havior, since such sanctions would be contrary to the objectives of 
the NAFTA. 

No. 3, we recommend that the legislation explicitly exclude the 
use of fast track procedures for negotiating or approving inter- 
national agreements concerning labor or environmental matters, 
whether such agreements include trade measures or not. The lems- 
lation should also prohibit the use of fast track to change any iT.S. 
labor or environmental laws. If the U.S. Government believes it is 
necessary to negotiate international agreements on such matters, 
and if any particular agreement requires action by Congress, that 
action should be pursuant to the normal legislative process and not 
the special fast track procedures. 

Incidentally, we do believe there is a need to clarify or even 
change certain WTO rules to deal with the lemtimate needs of en- 
vironmental policy, but we see no need to make the WTO the pre- 
eminent international institution for the enforcement of environ- 
mental goals. 

Finally, since we are recommending that the renewal lemslation 
contain these specific references to labor and environmental issues, 
we also recommend that this legislation be the vehicle to deal with 
a problem which developed in the drafting of section 131 of the 
Uru^ay Round Agreements Act of 1994 concerning future work re- 
garmng trade and workers’ rights. This section directs the adminis- 
tration to seek establishment of a WTO working party on trade and 
workers’ rights. 

There are two problems with this section which we believe need 
to be corrected. The first is the requirement that the examination 
of the effects of denial of rights on trade be examined in the WTO, 
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and the second is in the language of the defined objectives, which 
carries the implicit assumption that there is a need to consider 
ways to address the presumed effects of trade on the denial of 
workers’ rights before the examination has even concluded that 
there are such effects. 

We objected to this section at the time that it was being nego- 
tiated last summer. Our informal inquiries led us to conclude that 
Congress had not intended to prejudge the results of that analysis, 
but the legislated text can be read that way and doubtless is so 
read by some. We believe this latter problem can be addressed by 
relatively simple changes in the text and have appended a revised 
text of section 131 to my fuller statement for your consideration. 

However, the more fundamental issue is whether such an effort 
should or even can be undertaken in the WTO at all and whether 
pressing forward with that effort, as mandated in the law, may, in 
fact, be both ineffective and coimterproductive to the effort to 
strengthen respect and enforcement of core worker rights in all 
countries. 

The incontestable fact is that repeated attempts by the United 
States over the last 40 years to have that relationship between 
trade and workers’ rights examined in the GATT have railed, and 
for good reason. The countries which are the objects of efforts to 
strengthen worker rights clearly understand that the purpose of 
the exercise is to change GATT rules to permit the use of trade 
sanctions to enforce observance of such rights. Consequently, they 
have consistently blocked all efforts to study this issue in the 
GATT and will almost certainly continue to do so in the WTO. 

They are right to do so, because the GATT or WTO is, in fact, 
the wrong institution to examine the relationship between trade 
and workers’ rights if, as the United States insists and as Congress 
agreed to last year, the first step is to discover what the nature of 
that relationship actually is. 

On the other hand, work has been going forward for at least 1 
year in both the OECD and the ILO to try to identify the inter- 
relationships between trade, economic growth, employment, pro- 
ductivity, and the treatment of workers. These institutions have 
both the expertise and the mandates to do this kind of analysis and 
we believe that the law should be amended to encourage that ef- 
fort. Our recommended language to do that is also appended to my 
fuller statement. 

Thank you, Mr. Chairman. 

[The prepared statement and attachment follow:] 
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Testimony of Robert J* Morris 
Senior Vice President 
U.S. Council for International Business 
Before the 

Subcommittee on Trade 

and the Subcommittee on Rules and Organization 
U.S. House of Representatives 

May 11, 1995 

The U.S. Council for International Business is a membership organization 
whose mission is to advance the global interests of American business, primarily 
through the international business organizations (ICC, BIAC and lOE) with which 
the Council is affiliated. Our objective is to promote an open system of world trade, 
finance and investment in which business can flourish and contribute most effectively 
to economic growth, human welfare and protection of the environment. 

I wish to make four main points in my testimony today. 

First , the U.S. Council favors early renewal of fast track legislation, especially 
for the proposed negotiations this year for Chile’s accession to NAFTA. While we 
would leave the decision on the scope and duration of the authority to negotiate 
agreements using fast track procedures to Congress, we recommend that any 
accession to NAFTA not be used as an occasion to negotiate substantia] changes in 
the NAFTA agreement, and especially not to add new provisions dealing with 
environment or workers rights into the NAFTA agreement itself. 

Second , we do favor expanded cooperation with any new free trade partners 
in this hemisphere in a variety of areas, and we support the negotiation of separate 
agreements with Chile (and eventually other free trade partners) which provide for 
programs of enhanced cooperation on environmental and labor matters in particular. 
However, we also recommend that Chile and other new partners not be required to 
accede to the environmental and labor side agreements as reached with Mexico and 
Canada in 1993. 

American business accepted the current NAFTA side agreements because the 
close proximity and intensity of the economic and social relationships among the 
U.S., Canada and Mexico arguably required such comprehensive agreements. 
However, these considerations simply do not apply in our relations with other 
countries in this hemisphere. Thus, we believe that any separate agreements on 
environment and labor with other countries should concentrate on encouraging and 
enhancing cooperation (including private sector-to-private sector voluntary projects) 
along the lines of the cooperative aspects of the NAFTA side agreements, but should 
not contain coercive or confrontational features. We are particularly opposed to the 
incorporation of any form of trade sanction to enforce environmental or labor 
standards or behavior since such sanctions would be contrary to the objectives of the 
NAFTA. 

Third , we recommend that the legislation explicitly exclude the use of fast 
track procedures for negotiating or approving international agreements concerning 
labor or environmental matters, whether such agreements include trade measures or 
not. The legislation should also prohibit the use of fast track to change any U.S. 
labor or environmental laws. If the U.S. government believes it is necessary to 
negotiate international agreements on such matters, and If any particular agreement 
requires action by Congress, that action should be pursuant to the normal legislative 
process, not the special fast track procedures. 

Finally , since we are recommending that the renewal legislation contain these 
specific references to labor and environmental issues, we also recommend that this 
legislation be the vehicle to deal with a problem which developed in the drafting of 
a section in the Uruguay Round Agreements Act of 1994 which concerns future work 
regarding trade and workers rights. 
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Section 131 of that Act directs the President to seek establishment of a 
working party in the WTO to examine the relationship of certain workers rights "to 
the articles, objectives and related instruments" of the WTO. Section 131(b) lays 
out the U.S. objectives for the working party, which Include to "examine the effects 
on international trade of the systematic denial of such rights" and to "consider ways 
to address such effects". 

There are two problems with this Section which we believe need to be 
corrected. The first is the requirement that the examination of the effects of denial 
of rights on trade be examined in the WTO; the second is in the language of the 
defined objectives which carries the implicit assumption that there is a need to 
consider ways to address the presumed effects on trade of the denial of workers 
rights before the examination has even concluded that there are such effects. 

We objected to this section at the time it was being negotiated last summer. 
Our informal inquiries led us to conclude that Congress had not intended to prejudge 
the results of the analysis, but the legislated text can be read that way and doubtless 
is so read by some. We believe this problem can be addressed by relatively simple 
changes in the text, and have appended a revised text of Section 131 to this 
statement for your consideration. 

However, the more fundamental issue is whether such an effort should, or 
even can, be undertaken in the WTO at all, and whether pressing forward with that 
effort, as mandated in the law, may in fact be both ineffective and counterproductive 
to the effort to strengthen respect and enforcement of core worker rights in all 
countries. 

The incontestable fact is that repeated attempts by the U.S. over the last 40 
years to have the relationship between trade and worker rights examined in GATT 
have failed, and for good reason. The countnes which are the object of efforts to 
strengthen worker rights clearly understand that the purpose of the exercise is to 
change GATT rules to permit the use of trade sanctions to enforce observance of 
such rights. Consequently, they have consistently blocked all efforts to study the 
issue in GATT, and will almost certainly continue to do so in the WTO. 

They are right to do so, because the GATT or WTO is in fact the wrong 
institution to "examine" the relationship between trade and worker rights if, as the 
U.S. insists, the first step is to discover what the nature of that relationship actually 
is. The GATTAVTO simply is not equipped to cany out complex analytical studies. 
The WTO is competent to do analysis about the implications of various GATT rules 
and to assist members in reaching conclusions about whether to clarify or change 
such rules. Developing countries know that, and view any effort to undertake a study 
in the WTO as a not -very-well disguised effort to change WTO rules for the purpose 
of authorizing sanctions to enhance worker rights. 

On the other hand, work has been going forward for at least a year in both the 
OECD and ILO to try to Identify in credible, objective analysis the interrelationships 
among trade, economic growth, employment, productivity, and treatment of workers. 
These institutions, and especially the OECD, have the capacity, membership and 
mandates to do this kind of work and we believe Congress should both recognize this 
and encourage full U.S. participation in these efforts, while leaving the question of 
whether further work in the WTO is needed until it has had the opportunity to 
examine the results of the analytical work underway in those institutions. That is the 
thrust of the amended Section 131 which we recommend in the attached draft text. 
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Amendments to Uruguay Round Agreements Act of 1994 
Proposed by the U>S. Council for International Business 


Delete Section 131 and substitute the following new section 131, 
Section 131. Economic Growth, Trade and Workers Rights 

(a) In General. The President shall encourage full U.S. 

participation in examinations underway in the ILO and the OECD of 
the relationships among economic growth, trade, employment and 
productivity, and the promotion of worker rights as defined in Section 
502(a)(4) of the Trade Act of 1974. 

(b) Objectives of the examinations. The objectives of the 

United States in the examinations described in subsection (a) are 

to 

(1) explore the interrelationships among economic growth, 
international trade and progress toward strengthening workers rights as 
defined in Section 502(a)(4) of the Trade Act of 1974, taking into account 
differences in the level of development among countries; 

(2) examine whether and, if so, to what extent the systematic denial 
of such rights has significant effects on international trade; 

(3) As regards the ILO in particular, consider how the organization 
can improve its ability to assist countries to promote workers rights. 

(4) develop methods to coordinate the work going on in the two 
organizations. 

(c) Report to Congress. The President shall report to 

Congress not later than 1 year from enactment of this provision on 
the progress made in those examinations and on United States 
objectives with respect to them. 
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Chairman Crane. Gentlemen, I ask your indulgence one more 
time. We do not control the itinerary over there on the floor. 1 
would like to recess, but I know there are a couple of questions 
from some of our colleagues that they would like to direct to you. 
Hopefully, we will keep this recess limited to 5 to 8 minutes. We 
will be right back. Thank you. 

[Recess.] 

Chairman Dreier. Now that our welcoming committee of Mr, 
Houghton has greeted everyone appropriately, we will reconvene. 
[Laughter.] 

I understand that Mr. Matsui has a question, and I suspect that 
most of the members of this panel are very, very impressed and 
supportive of the remarks that all four of you have provided. 

I would like to touch on one item, and that has to do with this 
ongoing discussion as to exactly what amount of time we might ex- 
tend fast track on. If we look at this 3- to 5-year range, Mr. 
Burnham, you talked about a 5-year authority. If we look at that, 
other than inclusion of Chile in the North American Free Trade 
Agreement, what countries would you see as top priorities for us 
as we would move ahead with negotiations? I would like to hear 
from all four of you on it. 

Mr. Burnham. There are a whole series of areas of the world 
that are particularly of interest to all of our Members. Chile is ob- 
viously on the table at this point in time. If we look at the Asia 
Pacific area, there are a number of countries that are potential tar- 
gets for these kinds of agreements that we could see in the long 
term. 

Obviously, the growth in that area of the world is important to 
all of U.S. industry. Additional trade agreements in that area 
would allow us to expand some of the trade activities that we have 
and that we anticipate. 

Mr. JUNKINS. Congressman, I think we need to allow both time 
and flexibility and certainly, we all know and understand the open- 
ing of the Americas, as well as APEC. We in the Roundtable are 
taking a look at some of the countries, for instance, in Southeast 
Asia. We have several countries there that we have almost total 
open trade with. 

I think it is appropriate that we try to target a few of those, get 
it as completely open as possible, with the idea of doing two things. 
One, maybe most important, is accelerating the broad base of coim- 
tries toward the ultimate GATT objectives. We have all been criti- 
cal, in some respects, that it is taking too long for some of those 
to develop and it is because of the lowest common denominator. If 
we can selectively pick off countries, negotiate agreements, get 
them completely open, and accelerate by 4 or 5 years, I think we 
can create momentum that will accelerate the entire world in this 
area. 

So I would make it as broad and as general as possible, for both 
bilateral or multilateral, in small groups or large multilateral 
agreements. 

Chairman Dreier. Mr. Lane. 

Mr. Lane. Mr. Chairman, allow me to answer that from both a 
tactical and strategic viewpoint. Tactically, Chile is obviously the 
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next to join NAFTA, followed by Argentina. I think there is broad 
consensus on this from most follcs familiar with Latin America. 

Strategically, the world is currently awash in regional trade 
pacts. NAFTA is being extended. The EU, European Union, is 
being expanded. ASEAN is very serious about setting up a regional 
free trade area. You have APEC, which we are all tiying to fi^re 
out, but clearly holds great promise. You have the South African 
Customs Union that is starting to take form. Finally, there is 
MERCOSUR. 

We have some concerns that we may be building a lot of 
unneeded complications in the world trading system. Tactically, it 
makes sense to take freer trade wherever and whenever we can get 
it. That is why extending NAFTA to Chile really makes sense. 

But the strategic solution is to address these issues in a multilat- 
eral and a WTO context. At some point, I think we are all going 
to have to swallow hard and say, it is time for a new GATT round. 
We can call it the American round. With this approach, we can 
open markets all over the world with as open a market access as 
possible. 

Chairman Dreier. As you talk about the complexities, I won- 
dered if you all — and I will let you, Mr. Morris, go ahead, but let 
me just briefly state that there was a piece in the Los Angeles 
Times written by Henry Kissinger about 1 month or 6 weeks ago 
in which he referred to the threat of this competition that might 
exist between North and South America as we see MERCOSUR 
and other blocks forming and possibly, because of the peso problem, 
a diminution in the commitment of this country toward moving 
ahead with NAFTA. 

I wonder if you all might comment along that line, and you can 
certainly join, Mr. Morris, in reference to the need to establish 
countries. 

Mr. Morris, Thank you, Mr, Chairman. 

I, first of all, want to associate myself very much with what Bill 
Lane had to say about the need to strengthen the multilateral sys- 
tem. I think we do lose sight of that as we concentrate on the re- 
gional opportunities that seem to be so tempting and so potentially 
more operational. 

But let us not forget that we left a lot of unfinished business 
after the conclusion of the Uruguay round, not least, for example, 
our inability to get the full range of zero-for-zero tariff arrange- 
ments that we had sought. We left uncovered a lot of areas where 
there will be a need for ftirther action in the WTO to strengthen 
the international trading system, the world trading system, 

I think, for example, the fact that the administration has chosen 
to go to the WTO dispute settlement system for judgment on 
whether or not the internal practices of the Japanese are consistent 
with their external liberalization obligations underlines one of the 
most important areas where we need to strengthen the system, and 
that is to make it clear that the domestic practices which restrict 
market access need to be more clearly and more directly addressed 
in world trading rules. 

If the dispute settlement process that has been initiated by the 
administration on the Japanese practices does not fully satisfy the 
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needs that we feel are out there to do that, then clearly there is 
an area where further negotiation will be required. 

Whether or not any of these, apart from, obviously, the tariff re- 
ductions, will require changes in U.S. law is an open question, but 
that is itself another reason why die availability of the fast track 
procedures to deal with that kind of a problem are really quite im- 
portant and, therefore, should be extended for as long a period of 
time as the political consensus can achieve. 

Relating to the question about Latin America, frankly, I am at 
least as concerned by the fragmentation of the global economy 
which is implied by all of these moves toward free trade arra^e- 
ments that are exclusive to the partners that enter into them. 'Imis 
is a difficult problem for American business, because businesses, 
when they invest overseas or when they market overseas, normally 
have to do it on a global basis. They should not be required to re- 
structure their operations to reflect a particular pattern of regional 
integration just because that pattern is out there. 

They do, they have to, because that is the reality, but it would 
be so much better if they could do it with the freedom to move their 

P roducts and their operations as necessary to serve particular mar- 
ets as they emerge. 

The Europeans, for example, are making overtures toward 
MERCOSUR. That, in and of itself, ought to be a matter of concern 
to us. It is not just the Latin Americans getting together among 
themselves or vis-a-vis the United States, but also what is happen- 
ing to the fragmentation of the international system that is implied 
in the European move to try to negotiate some kind of an open 
trading arrangement with MERCOStJR while we are all wrapped 
up in our internal processes and not able to cope with that kind 
of a challenge. So noth are out there and boui need to be ad- 
dressed. 

Chairman Dreier. I could not agree with you more. 

Mr. Houghton. 

Mr. Houghton. Thank you, Mr. Chairman. 

I am sorry I am late, and I am sorry I delayed the procedures 
here. 

Chairman Dreier. We survived it. 

Mr. Houghton. I have just a quick question, and this may be 
out of ignorance of the past testimony that has been given. It 
seems to me that there is no disagreement on the basic concept of 
the fast track. We are moving in that direction, and I hope that we 
are sort of one accord here. 

However, I have just a couple of questions. First of all, nothing 
can be perfect. Where are the pitfalls? What is the biggest worry? 
What should be tightened up? 

Second, maybe in that regard, there are a lot of nontrade related 
issues, and we have problems here because of this concept of PAY- 
GO. Everything we propose has to be paid. In the implementing 
language, sometimes you get tangled up in your scabbard because 
you want to do something but you do not have enou^ money to 
do it. Do you think those nontrade related issues should be part of 
any fast track legislation? 

Mr. JuNKiNS. Congressman, I made four suggestions, and the 
reason for the first uiree have to do in a general way with that. 
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and specifically more up-front work in deciding between the Con- 
gress and the administration what the objectives are, a process by 
which there can be a better understanding across Congress and a 
way to address this PAY-GO issue. 

The ConCTesswoman from Utah mentioned earlier about the 
problems of the perception in the public. Fast track itself, the word 
is a problem. There clearly is a perception. Business understands 
and is committed to assisting in the education both of our own peo- 
ple in the communities in which we live and Members of Congress 
in terms of the business benefits that come from this. 

It seems to me. No. 1, that we need to narrow this as much as 
possible so that all ills of mankind are not debated every time we 
come through with a fast track bill. 

No. 2, as you have to do what we did in GATT, and that is ac- 
commodate the PAY-GO rules, we sent signals that these kinds of 
agreements cost money, and whether it is somebody whose interest 
rate they think is going down or whose pension may be affected by 
it and so on, I think we destroy, really, a great aeal of the con- 
fidence that we need to build in the American public for free trade 
and, frankly, in the institution itself. 

So my suggestions would be to narrow it, keep it on the issues 
that are necessary for the trade agreement, and really do not allow 
these others to creep into the debate. I think it will make your job 
easier. It certainly will make ours easier. I believe the public will 
have more confidence. 

If they had any idea of the amount of time, effort, understanding, 
and dedication that many of the members of this committee put 
into these agreements, the public would have an entirely different 
view of what is going on up here in terms of monitoring this and 
being aware of it, ana I think we need to strengthen that. 

Mr. Houghton. Thank you. 

Does anybody else have any comments? 

Mr. Burnham. I would just comment, maybe amplify a little bit 
on what Jerry Junkins said. I think the importance of clean, ena- 
bling legislation to the economy is often lost. We in the business 
community focus on the economic benefits of open and free mar- 
kets. 

One of the things that we in the health care industry particularly 
look at is research and development. For our company, for example, 
$0.10 of every $1 goes into research and development. Without free 
trade, we would totally be unable to invest in the technologies that 
we need to advance our business and, frankly, the quality of life 
in the United States. If we were not in a position where trade were 
open and those markets were available to us, we would be far less 
aole to compete. 

I think a focus on the need for a clean grant of trade negotiating 
authority, as opposed to focusing on all the other issues that go 
into fast track enabling legislation, would be much more sensible 
for the community at large as well as for our own individual com- 
panies. 

Mr. Houghton. Thank you very much. 

Mr. Lane. If I could iust add one thing, and I think this is some- 
thing we all have to be careful of, namely, that we not oversell 
these agreements. Let us use extending NAFTA to include Chile as 
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an example. It is a good agreement. In Caterpillar’s case, Chile is 
a big market because of its strong mining sector. NAFTA will give 
us preferential market access in that market. But even though 
Chile is a very long country, it is also a very narrow country. In 
other words, NAFTA is not going to make a huge difference com- 
mercially. 

I think what often happens is we get caught up in our own ef- 
forts to persuade and we have a tendency to oversell. Free trade 
is good, but it does not cure all the ills of the world. I think we 
have to be careful to keep the benefits of trade in the proper con- 
text. 

Mr. Houghton. Thank you. My time is up. Thank you very 
much, gentlemen. 

Thank you, Mr. Chairman. 

Chairman Dreier. Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

I want to thank all four of the gentlemen here for their testi- 
mony. I appreciate the fact that Mr. Junkins, Mr. Burnham, Mr. 
Lane, and Mr. Morris have been involved in many of the trade is- 
sues we have had over the last few years and we want to thank 
them for all their help. 

Fred Bergsten made a suggestion in terms of a permanency of 
fast track and the coming back to the Congress for authorization 
for specific areas of negotiating authority. Paula Stem felt that 
that was really begging the question, and I guess both of them 
have good points. 

Do you all perhaps have thoughts on that particular point? 

Mr. Junkins. I certainly would support Dr. Bergsten’s side. I 
think, Congressman Matsm, you ought to make it as long as pos- 
sible and, again, put as mucn front-end activity into it as appro- 
priate to make sure there is an up-front agreement between the 
Congress and the administration, because the world is chanmng. I 
do not think you can sit here and define precisely where ana when 
the next thing is going to come along. So I would certainly argue 
to make it as Tong as possible. 

Mr. Matsui. Then allow the authorization to go on a case-by-case 
basis? 

Mr. Junkins. Yes. 

Mr. Matsui. Does anybody disagree with that? 

Mr, Morris. I do not disagree, Congressman, but I think it is im- 
portant, if you are going to go that route, to do whatever you pos- 
sibly can to make it clear for your successors that will have to deal 
with the question of what kinds of negotiating objectives they are 

f [oing to define pursuant to these procedures, that it be very clearly 
imited to commercial matters. 

This facility should simply not be available to negotiate every 
conceivable, though desirable, international objective that we might 
have, and that explicitly includes and extends to such areas as en- 
vironmental problems, labor problems, and so on. Those may be ap- 
propriate to deal with in terms of international agpreements, and we 
do not deny that for a moment, but fast track ought not to be avail- 
able for those kinds of agreements and the legislation ought to 
make that clear. 
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Mr. Matsui. You are suggesting that there be specific prohibi- 
tions on certain areas in the overall langu^e, then? 

Mr. Morris. I tbink so. I think that is about the only way in 
which you can assure that the procedures will not be abused. 

Mr. Matsui. Let me make an observation about that, because my 
point of view is that if you had a clean bill and allowed future Con- 
gresses, future administrations, and future leaders of both busi- 
ness, environmental, and others in the United States to kind of 
make that decision, I do not know what might happen 10 years 
from now if you had a permanent fast track, for example. 

But beyond that, the real concern I have is the potential for a 
loss of consensus in the United States on the concept of free trade, 
and 1 think you all alluded to that in the past, if not in this testi- 
mony. I am sorry that I did not hear all of your testimony. I was 
running back and forth for votes. 

You nave on your left the Democrats, and labor has been very 
influential. On tlie right, you have the Perot/Buchanan faction, and 
I believe that faction is getting very strong, at least from what I 
have seen in California and elsewhere. You could have a center of 
gravity that becomes very narrow over time. We saw that in 
NAFTj\. It did not happen in GATT. But who knows where it 
might end up. 

Perhaps we have to kind of think about how we handle these 
things, particularly if we want a strong bipartisan bill in the U.S. 
House and Senate. 

I do not know quite how to deal with this. I am just raising this 
issue, kind of throwing the ball up in the air and perhaps getting 
some comments from you, because we have heard the testimony 
here today and comments made by our collea^es, and there was 
a huge diversity of opinion on this particular issue. Somehow, we 
have to come to some consensus. I would like to be part of that con- 
sensus, if we can achieve it. Obviously, we want eveiyone to be 
part of that consensus. Maybe it is impossible. Maybe it is a pipe 
dream. I do not know. 

Yes. 

Mr. Lane. Congressman, at the National Foreign Trade Council, 
we had four veiy lengthy and spirited discussions on this whole 
issue of fast track negotiations, and we were able to reach a strong 
consensus. We believe fast track should be granted for a long pe- 
riod of time. We thought recommending 6 to 8 years was pretty 
gutsy. Dr. Stem suggested 9 years, so it overlaps two Presidential 
terms. 

That would be fine, but no one at NFTC, National Foreign Trade 
Council, suggested permanent fast track. I think it is important to 
occasionally go back and rehash these issues. In a way, it is a pub- 
lic service when we go through this process and remind people of 
the benefits of free trade. 

Mr. Matsui. Are there any other comments on this? 

[No response.] 

Mr. Matsui. I want to thank all of you for your testimony. 

Chairman Dreier. Thank you very much. 

Mr. Rangel. 

Mr. Rangel. No questions, Mr. Chairman. 

chairman Dreier. Thank you very much. 
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Let me express our appreciation to all four members of this 
panel. It was extraordinarily helpful, and I appreciate your under- 
standing of the time and scheduling constraints around here. You 
have been very kind. 

Chairman Dreier. Our last panel today includes Robert W. 
Holleyman II, president, the Business Software Alliance; Karen El- 
Chaar, manager of International Trade, Air Products and Chemi- 
cals, Inc., and vice chairman, the International Trade Committee, 
Chemical Manufacturers’ Association, on behalf of the Office of the 
Chemical Industry Trade Advisor; Mark A. Anderson, director, the 
Trade Task Force, AFL-CIO; and Rodrigo Prudencio, trade and en- 
vironment specialist, the National Wildlife Federation. 

We are happy to welcome the panelists here. You can proceed in 
whatever order you would like. 

Mr. Prudencio. 

STATEMENT OF RODRIGO J. PRUDENCIO, TRADE AND ENVI- 
RONMENT SPECIALIST, NATIONAL VTILDUFE FEDERATION 

Mr. Prudencio. Thank you, Mr. Chairman. 

I will be briefly going over my written statement, so I will ask 
that it be submitted for the record, please. 

Chairman Dreier. Without objection. 

Mr. Prudencio. Mr. Chairman, I am Rodrigo Prudencio, trade 
and environment specialist for tifie International Programs Divi- 
sion, the National Wildlife Federation. The NWF, National Wildlife 
Federation, is the nation’s largest private conservation organiza- 
tion, with over 4 million members and supporters. Thank you for 
the opportunity to testify before this joint subcommittee hearing on 
the reauthorization of fast track le^slation. 

Mr. Chairman, the National Wildlife Federation supported the 
1991 2-year reauthorization of fast track. We did so because tiien- 
President Bush and USTR Ambassador Carla Hills, as well as in- 
fluential leaders in the Congress, understood the value of address- 
ing trade related environmental concerns in trade and investment 
negotiations. Ultimately, this bipartisan approach helped generate 
a wider constituency for economic integration than had previously 
been thought to exist. 

At present, however, it should be obvious to anyone who takes 
the pulse of America on trade issues that there is little margin for 
error in gauging public support for international trade agreements. 
Indeed, some have suggested that fast track is, to put it bluntly, 
dead. 

So Congress’ priority in considering fast track lemslation should 
be to figure out how the legislation can be drafted to maintain a 
constituency that favors, rather than opposes, trade and invest- 
ment liberalization, not just in Chile, but ffirou^out ffie world. 

My organization, the National Wildlife Federation, along with 
many other environmental organizations, supported the North 
American Free Trade Agreement. We again can be an important 
element of the constituency of support for fast track and free trade, 
but only if U.S. trade policy and trade laws incorporate and ad- 
dress our concerns. 
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The National Wildlife Federation proposes the following ap- 
proaches for a fast track bill. These suggestions will strengthen the 
prospects for trade and investment rather than dividing the very 
constituency that would allow the process of economic integration 
to proceed. 

First of all, with negotiating objectives, some language on trade 
related environmental issues should be part of the fast track bill. 
This language should not reference any single negotiation or agree- 
ment but state that it is the goal of our negotiators to make trade 
and environment policies less conflicting and more mutually com- 
patible. This would prevent the prevailing winds of individual 
agreements from steering U.S. negotiators off course. 

Objectives for a specific agreement, say, for example, with Chile, 
should be set with greater public involvement than has previously 
been the case. The newly formed USTR and EPA Trade and Envi- 
ronment Advisory Committee, as well as a wider public consulta- 
tion process, can be used to properly scope out environmental is- 
sues that would arise in the context of a specific agreement. 

The second element of NWFs fast track proposal is citizen 
empowerment. This would include environmental impact assess- 
ment and public consultation processes associated with agree- 
ments. We believe there is a strong argument to suggest that some 
form of assessment be conducted at several different points prior 
to, during, and after a trade and investment accord has been nego- 
tiated. For instance, the initial scoping process helps identify major 
issues that would arise in the context of a specific agreement, and, 
as noted above, should help shape U.S. specific negotiating objec- 
tives in the field of environment. 

Keeping in mind that the highest goal of fast track le^slation is 
to gather a broad constituency for environmentally sustainable eco- 
nomic integration. Congress and the administration would be wise 
to utilize the process of environmental reviews in involving the 
public in a positive way in the crafting of these agreements. 

After negotiations over a specific agreement have been concluded, 
the administration would distribute a report on the conclusion of 
negotiations to the Congress. To consider the report, a longer time 
period should be given to Congress and the public to debate and 
form opinion before a vote on the submitted agreement. Also, juris- 
diction over set agreements should be broadened to include various 
other committees. 

Last, the longer time period should allow the private sector advi- 
sory groups, including the Trade and Environment Public Advisory 
Committee, to report adequately and accurately to the Congress on 
their respective issues. 

Mr. Chairman, let me conclude by restating that America's en- 
thusiasm about entering into future trade agreements appears to 
be waning. Trade is increasingly a part of our lives, but, simulta- 
neously, less comprehensible. We need to change that. 

With respect to environment, the antidote for this diminishing 
support is twofold. No. 1, Confess should encourage a fast track 
bill which increases public involvement in the decisionmaking proc- 
ess. The National Wildlife Federation’s proposals do this by assur- 
ing longer time periods for public comment at the beginning and 
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end of negotiations, as well as access to information regarding the 
state of negotiations as they unfold. 

No. 2, and perhaps more importantly, fast track legislation 
should ensure that trade related environmental issues will be ad- 
dressed appropriately and adeauately in the context of trade nego- 
tiations, as we have proposed aoove. 

Mr. Chairman, as I noted at the beginning of this testimony, the 
National Wildlife Federation has been a supporter of the fast track 
process as long as that process moves trade in the direction of deal- 
ing effectively with trade related environmental issues. If Congress 
moves forward on a fast track bill that approaches environment in 
that fashion, we will be ardent supporters. If not, we will reluc- 
tantly be forced to oppose it. Thank you. 

[The prepared statement follows:] 
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Good afternoon. Mr. Chairman. I am Rodrigo Pmdeocio, Trade and Environment Specialist 
for the International Programs Division of the National Wildlife Federation. The Federation 
is the nation's largest private conservation organization, with over 4 million members and 
supporters. The mission of the National Wildlife Federation is to educate, inspire and assist 
individuals and organizations of diverse cultures to conserve wildlife and other natural 
resources, and to protect the earth's environment in order to achieve a peaceful, equitable, and 
sustainable future. 

Thank you for the opportunity to testify before this joint Committee hearing on the 
reauthorization of fast-track legislation. 

Mr. Chairman, as you may know, the National Wildlife Federation supported the 1991 two- 
year reauthorization of fast-track. We did so because then-Presideot Bush and USTR 
Ambassador Carla Hills, as welt as influential leaders in Congress, understood the value of 
addressing trade-related environmental concerns in trade and investment negotiations. 
Ultimately, this bi-partisan approach led to a successful negotiation with Mexico and Canada 
on trade- related environmental issues, and helped generate a wider constituency for economic 
integration than had previou^y been thought to exist. 

Today, as you begin deliberations on whether to extend fast-track legislation over the next 
few years, and explore suggestions on how best to modify and improve this legislation, it is 
even more critical to maintain and strengthen, rather than divide, Ae constituency that helped 
promote environmentally sustainable economic integration in North America. 

In this regard, please allow me to offer a few initQl observations. 

First, as should be obvious to anyone who counts votes in Congress, or lakes the pulse of 
America on trade issues, diere is little margin for error in gauging public support for 
international trade agreements. Indeed, some have suggested to us that there is qq 
constituency in the United States for further trade and investment accords. According to ihis 
view, fast-track is, to put it bluntly, dead. 

A second observation, following from the first, is Congress' priority in considering fast-track 
legislation is to figure out how the legislation can be drafted to maintain a constituency that 
favors rather than opposes trade and investment liberalization, not just in Chile but throughout 
the world. Environmental organizations, many of which supported the North American Free 
Trade Agreement (NAFTA), can be an important element of this constituency, but only if 
U S trade policy, and trade laws, incorporate and address our concerns. 
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The reasons for doing so today are just as compelling as they were four years ago, and the 
testimony that follows is intended to provide suggestions to Congress on how to work with 
the Administration in fashioning a fast-track bill that strengthens the prospects for trade and 
investment, rather than dividing the very constituency that would allow the process of 
economic integration to proceed. 

Trade and Environment: In the Interest of the United States 

Since the early 1970'5, international trade experts have been aware of the ties between 
international trade and environmental protection policies. But in those early years, the 
connections between trade and environment were at best hazy, and the appropriate policy 
responses to potential conflicts between trade and environmental concerns were largely 
ignored. 

Twenty years later, the growth in the world economy, and the increasingly global nature of 
environmental problems, has made the connections between trade and environment more 
clear, and the potential conflicts more real. As a result, international efforts to make trade 
and environmental objectives mutually supportive are now moving rapidly forward. Indeed, 
the host of issues facing policy-makers today demonstrates that the question is not whether 
trade and environmental issues should be handled together, but rather, how both policy goals 
can be met. 

Environmental protection has become a legitimate trade issue in many ways. International 
trade rules can a^ect our sovereign right to set and maintain the kind of environmental, 
consumer, and food safety laws we deem appropriate. International trade agreements can 
potentially undermine international environmental treaties which use trade, in some form, as 
an effective enforcement tool. Moreover, the direct impact of trade and investment 
liberalization can sometimes magnify environmental problems in countries other than our 
own, creating spill-over or transboundary effects that we in the United States must ultimately 
confront. Environmental problems caused by trade, and located on the border with Mexico 
provide just one example, but increased global environmental problems related to trade, whose 
sources may lie far from our borders, are also a growing concern. 

To be sure, there arc other areas where free trade and environmental protection should be 
compatible. Consider the benefits of phasing-out or eliminating environmcmtally-damaging 
and trade-distorting subsidies such as agricultural subsidies. In addition, tariff n^uction and 
services agreements can make U.S. environmental technology and know-how more 
competitive in overseas markets. 

NWF supports an approach in these policy areas which strengthens environmental protection 
while reducing the conflicts and increasing the complementarities between trade and 
environmental objectives. However, U.S. interests in these areas are best achieved when our 
goals and objectives are clearly articulated and manifestly supportive of trade that promotes, 
rather than inhibits sustainable development. 

f asi’IiRck. Byilding a Benw Modgl 

This year's reauthorization of fast-track trade negotiating authority presents a critical 
opportunity to ensure that U.S. trade laws keep pace with new environment-related 
developments in trade policy and help secure long-term U.S. objectives. What follows is a 
number of elements which should be part of any new fast-track legislation: 

Trade Negotiation Objectives; 

Overall Objectives: Some over-arching language outlining U.S. objectives on trade and 
environment issues should be the highlight of this part of the fast-track bill. This language 
should not reference any single negotiation or agreemoit, but state that it is the goal of our 
negotiators to make trade and environmental policies less conflicting and more mutually 
compatible. Rather than subject U. S. negotiators to the prevailing winds of individual 
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agreements, this general negotiating objective would act as a beacon for a positive approach 
to trade-related environmental issues. 

Specific Objectives: Objectives for a specific agreement, say for example with Chile, should 
be set with greater public involvement than has previously been the case. The newly formed 
USTR-EPA Trade and Environment Advisory Committee, as well as a wider public 
consultation process, can be used to properly scope out environmental issues that would arise 
in the context of a specific agreement. Moreover, an initial environmental review conducted 
by federal agencies should also be conducted prior to the onset of actual negotiations, and the 
findings of that review be available to Congress, and the public, to further assist in the 
delineation of specific objectives. 

Rather than adopting a cookie>cutter approach to the setting of specific negotiating 
objectives, an improved process for fashioning these objectives would take into account 
specific attributes of a given negotiation. With respect to Chile, for example, environmental 
issues will be as compelling as th^ were when the previous Republican Administration 
negotiated NAFTA. Therefore, the specific authority to negotiate with Chile should be 
structured to incorporate trade-related environmental issues that are appropnate to Chile. 


Environmental Impact Assessment and Public Consultation: 

Much has been made in recent legal challenges as to whether and how to conduct 
environmental impact assessments of trade and investment agreements. We believe there is a 
strong argument to suggest that some form of assessment be conducted at several different 
points prior to, during, and after a trade and investment accord has been negotiated. The 
initial scoping process helps identify major issues that would arise in the context of a specific 
agreement and, as noted above, should help shape U.S. specific negotiating objectives in the 
field of environment. 

A second assessment, at some point in the process of negotiating an agreement, should build 
on the initial scoping process and function effectively as a mid-term review of how the nature 
of environmental impacts of a proposed agreement may have shifted, and how negotiating 
stances of the U.S. government might appropriately be modified. 

A third aspect to an environmental review would occur after a negotiation has been 
completed. This is typically the way such reviews have been conducted to date, and while 
offering little to change the text of an agreement, can provide valuable information to the 
public, and Congress, on the extent to which environmental issues have been dealt with 
effectively. 

The fast-track legislation should spell out a clear process for conducting environmental 
reviews of pending trade and investment accords that incorporate the essennal elements of our 
existing National Environmental Policy Act (NEPA), but are written in a manner appropriate 
to the preparation for and actual negotiation of such accords. 

These assessments, however, are perhaps most important for involving the public at various 
stages in the development of trade and investment agreements with other nations. Keeping in 
mind that the highest goal of fast-track legislation is to gather a broad constituency for 
environmentally sustainable economic integration. Congress and the Administration would be 
wise to utilize the process of environmental reviews in involving the public in a positive way 
in the crafting of these agreements. 

Report on the Conclusion of Negotiations: 

After negotiations over a specific agreement have concluded, the Administration would 
distnbute a Report on the Conclusion of Negotiations to the Congress The Report would 
include the legal text of the agreement, the draft implementation bill, the Statement of 
Adminstraiive Action, a report that explains the progress made in meeting the surveyed 
objectives, and as has been previously submitted by the Bush and Clinton Administrations, an 
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environmental impact report would be delivered to Congress. The Report would also be 
distributed publicly. 

In this area, especially, the fast-track procedures should be strengthened in three ways. First, 
a longer time period should be given to Congress and the public to debate and form opinion 
before a vote on die submitted agreemoit. Second. Jurisdiction over said agreement should be 
broadened to include various other committees, such as, the Senate Environment and Public 
Works, and the House Resources Committees. Lastly, the longer time period should allow 
the private sector advisory groups, including the Trade and Environment Public Advisory 
Committee, to report adequately and accurately to the Congress on their respective issues. 

Building Consensus and Constituencies Jor Tr^ 

The fast-track procedures were originally intended to speed Congress' consideration of trade 
agreements. But the last two agreements to be presented to Congress, the NAFTA and the 
GATT Uruguay Round, both faced considerable threat of defeat Clearly, there is little to 
suggest that America is any more aitfausiasdc about entering into future agreements, and 
indeed there may even be greater opposition to such agreements than existed with NAFTA 
and GATT. 

With respect to environment, the antidote for this diminishing support is twofold. First, 
Congress should encourage a fast-track bill which increases public involvement in the 
decision-making process. NWFs proposals do this by assuring longer time periods for public 
comment at the beginning and end of negotiations, as well as access to information regarding 
the state of negotiations as they unfold.. 

Second, and perhaps more importantly, fast-track legislation should ensure that trade-related 
environmental issues will be addressed appropriately and adequately in the context of trade 
negotiations, as we have proposed above. Some environmental issues are by their very nature 
trade- related issues, and should therefore be part and parcel of any future trade negotiation. 
These would include the protection of U.S. food safety and consumer protection standards, as 
well as the enforcement of international environmental agreements. They would also 
include issues specific to a given trading partner, say for example Chile, or any of the other 
agreements we might seek to alter into in this hemisphere under a future fast-track 
reauthorization. 




Mr. Chairmaii, aa 1 noted at the beginning of this (estimoiiy, the National Wildlife Federation 
has been a supporter of the fast-track praccsa, as long as that pnccsa moves tmdc in the 
direction of dealing effectively with trade-related environmental concema. If Congress moves 
forward on a fast-track bill that approaches environmcot in that fariuon, we will be ardent 
supporters. IT not, we will reluctmitly be forced to oppose it 
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Chairman Crane. Thank you, Mr. Prudencio. 

Ms. El-Chaar, you might commence, and I think after you have 
finished your testimony, we are going to have to recess again. They 
are just calling us to the floor. 

STATEMENT OF KAREN EL-CHAAR, MANAGER, 
INTERNATIONAL TRADE, AIR PRODUCTS AND CHEMICALS, 
INC., AND VICE CHAIRMAN, INTERNATIONAL TRADE 
COMMITTEE, C HEMI CAL MANU FACT URERS’ ASSOCIATION, 
ON BEHALF OF THE OFFICE OF THE CHEMICAL INDUSTRY 
TRADE ADVISOR 

Ms. El-Chaar. Thank you. Mr. Chairman and menibers of the 
subcommittees, my name is Karen El-Chaar and I am manager. 
International Trade, Air Products and Chemicals, Inc., and serve 
as vice chairman, the International Trade Committee, Chemical 
Manufacturers’ Association. I am here today representing the Of- 
fice of the Chemical Industry Trade Advisor to urge you to renew 
the President’s fast track trade negotiating authority. Fast track is 
a key component in the U.S. industry’s ability to serve the global 
cl^ cTnicfll insiirkct/ 

The OCITA, Office of the Chemical Industry Trade Advisor, is a 
coalition of seven national chemical trade associations. OCITA’s 
role is to provide a unique chemical industry perspective on trade 
policy issues. Not only is our industry the largest exporting sector 
in the United States, but if it were not for the chemical industry, 
the country’s trade deficit would be even greater than it is. 

For over 70 years, the U.S. chemical industry has maintained a 
positive trade balance. In 1994 chemical industry exports totaled 
$51.5 billion, returning a trade surplus of $18.3 billion. U.S. chemi- 
cal exports in 1994 outdistanced a^cultural exports by $5.6 billion 
and bettered aircraft exports by $23 billion. 

Our industry is responsible for 27 percent of total worldwide 
sales of chemicals and allied products. OCITA provides some 2,600 
companies nationwide with a voice on trade policy issues like fast 
track authority that affect their bottom line. 

OCITA’s bottom line is that Confess should renew the Presi- 
dent’s fast track negotiating authority and it should be renewed 
soon. Without fast track authority, the President cannot fully as- 
sure that the United States can continue to capitalize on the gains 
made in the Uruguay round and the NAFTA. Our industry’s future 

f rowth will come in those markets, such as Latin America and the 
ar East, where trade a^eements negotiated imder fast track can 
pry back significant barriers to trade. 

Chemical sales growth prospects vary among the regions of the 
world. Sales growth in our most mature markets, the United 
States, Canada, Japan, and Europe, is expected to be slow. The 
most rapid market growth is projected for the newly industrializing 
and developing nations. The prospect of that growth and the bene- 
fit it brings to the United States are what prompts our support for 
renewed mst track negotiating authority. 

The Latin American market for chemicals and allied products 
was valued at $63.8 billion in 1993. *016 long-term potential of the 
market is huge. With 376.1 million persons, many Latin American 
nations have already achieved some success in trade liberalization 
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and disciplines. Additional bilateral and multilateral trade agree- 
ments could ftirther enhance the value of the Latin American mar- 
ket to the United States. 

The market for chemicals and allied products in China and the 
East Asian newly industrialized countries is the most d 3 niamic in 
the world. Within 10 years, the per capita incomes of these nations 
are expected to exceed that of the more advanced countries in 
Western Europe. With a 1993 market value of $134.7 billion, long- 
term growth and sales prospects are excellent. 

We cannot hope to serve these markets without the proper tools, 
however. Those tools are disciplines on tariff and nontariff barriers, 
meaningful intellectual property protection, and reform of invest- 
ment measures. Reducing or eliminating tar^ barriers alone would 
mean simificant new sales for our industTjr, but these tools can 
only be mrged on the anvil of fast track negotiating authority. 

In short, Mr. Chairman, renewing the President’s fast track au- 
thority is essential to securing the economic gains we realize from 
trade agreements. Our industiy currently employs 1 million Amer- 
ican men and women. For every additional $1 billion our industry 
secures in export sales, we create 4,000 new American jobs. Chemi- 
cal export growth also spurs additional investment in downstream 
manufacturing and related exports, creating a ripple effect of fu- 
ture jobs, investment, and economic growth. 

As important as fast track authority is to our industry. Confess 
must be careful not to burden the procedure with mandated 
progress in areas not related to trade. OCITA believes that bilat- 
eral environmental and labor issues, for example, are more prop- 
erly the subject of other nontrade agreements. Similarly, legislation 
to implement a trade agreement must be limited to those provi- 
sions absolutely necessary to meet U.S. obligations. 

Prior to the record closing on these hearings, OCITA will be 
happy to provide the subcommittees with more details on the 
chemical industry’s trade related priorities for future negotiations. 

Mr. Chairman, the U.S. chemical industry’s continued CTowth 
and success in the global market depends on fast track autnority. 
Fast track protects Congress’ prerogative in trade policy matters 
while assuring that we can realize the negotiated benefits of a 
trade agreement. 

That concludes my statement, Mr. Chairman. I will be happy to 
answer any questions you might have. 

[The prepared statement and attachment follow:] 
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STATEMENT OF KAREN EL-CHAAR. MANAGER 
INTERNATIONAL TRADE, AIR PRODUCTS AND CHEMICALS. INC. 
VICE-CHAIRMAN. INTERNATIONAL TRADE COMMITTEE 
CHEMICAL MANUFACTURERS' ASSOCIATION. ON BEHALF 
OF OFFICE OF THE CHEMICAL INDUSTRY TRADE ADVISOR 


RENEWAL OF FAST-TRACK NEGOTIATING AUTHORITY 
May 11 , 1995 

Mr. Chairman, members of the Subcommittees. My name is Karen El-Chaar. I am 
Manager, International Trade of Air Products and Chemicals, Inc. and serve as Vice- 
Chairman of the Chemical Manufacturers Association's International Trade Committee. 

I am here today representing the Chemical Industry Trade Advisor to urge you to 
renew the President's "fast-track" trade negotiating authority. Fast-track is a key 
component in the U.S. industry's ability to serve the global chemical market. 

The Office of the Chemical Industry Trade Advisor, or OCITA, is a coalition of 
seven national chemical trade associations'. OCITA's role is to provide a unique 
chemical industry perspective on trade policy issues affecting the chemical industry. 

Our industry is the largest exporting sector in the United States. Chemical industry 
exports totaled $51 .5 billion in 1994, returning an $18.3 billion trade surplus that year. 
U-S. chemical exports in 1994 outdistanced agricultural exports by $5.6 billion, and 
bettered aircraft exports by $23 billion. Our industry is responsible for 27% of total 
worldwide sales of chemicals and allied products. OCITA provides some 2,600 
companies nationwide with a voice on trade policy issues, like fast-track authority, that 
affect their bottom line. 

OCITA's bottom line is that Congress should renew the President's fast-track 
negotiating authority. And it should be renewed soon, to enable the United States to 
capitalize on the gains made in the Uruguay Round of Multilateral Trade Negotiations, 
and the North American Free Trade Agreement. 

Our industry's future growth will come in those markets - such as La bin America 
and the Far East ~ where trade agreements negotiated under fast-track can pry back 
significant barriers to trade. Chemical sales growth prospects vary among the regions of 
the world. Sales growth in our most mature markets (the U.S., Canada, Japan and 
Europe) is expected to be slow. The most rapid market growth is projected for the 
newly industrializing and developing nations. The prospect of that growth, and the 
benefits it brings to the United States, is what prompts our support for renewed fast- 
track negotiating authority. 

The Latin America market for chemicals and allied products was valued at $63.8 
billion in 1993. The long-term potential of the market is huge. With 376.1 million 
persons, many Latin American nations have already achieved some success in trade 
liberalization and disciplines. Additional bilateral and multilateral trade agreements 
could further enhance the value of the Latin American market to the United States. 

The market for chemicals and allied products in China and the East Asian newly 
industrialized countries is the most dynamic in the world. Within ten years, the per 
capita incomes of these nations are expected to exceed that of the more advanced 
countries in Western Europe. With a 1993 market value of $134.7 billion, long-term 
growth and sales prospects are excellent. 


' OCITA members are the Chemical Manufacturers Association (CMA), the Synthetic Organic Chemical 
Manufacturers Association (SOCMA), American Crop Protection Association (ACPA), National Paint and 
Coatings Association (NPC A), The Fertilizer Institute (TFI). the Chemical Specialties Manufaemrers 
Association (CSMA), the Society of the Plastics Industry (SPI)- 
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We cannot hope to serve these markets without the proper tools^ however. Those 
tools are disciplines on tariff and non-tariff barriers, meaningful intellectual property 
protection, and reform of investment measures. Reducing or eliminating tariff barriers 
alone would mean significant new sales for our industry. But these tools can only be 
forged on the anvil of fast-track negotiating authority. 

In short, Mr. Chairman, renewing the President's fast-track authority is essential 
to securing the economic gains we realize from trade agreements. Our industry 
currently employs a million Americans. For every additional $1 million our industry 
secures in export sales, we create 4 new American jobs. Chemical export growth also 
spurs additional investment in downstream manufacturing and related exports, creating 
a ripple effect of future jobs, investment and econoniic growth. 

As important as fast-track authority is to our industry. Congress must be careful 
not to burden the procedure with mandated progress in areas not related to trade. 
OCITA believes that bilateral environmental and labor issues, for example, are more 
properly the subject of other, non-trade agreements. Similarly, legislation to implement 
a trade agreement must be limited to those provisions absolutely necessary to meet U.S. 
obligations. 

Mr. Chairman, the U.S. chemical industry's continued growth and success in the 
global market depends on fast-track authority. Fast-track protects Congress' 
prerogative in trade policy matters, while assuring that we can realize the negotiated 
benefits of a trade agreement. 

That concludes my statement, Mr. Chairman. I will be happy to answer any 
questions you might have. 
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ADDITIONAL COMMENTS OF THE OFFICE OF THE CHEMICAL INDUSTRY TRADE 

ADVISOR 


The Office of the Chemical Industry Trade Advisor (OCITA) is a coalition of 
seven national trade associations. OCITA members are the Chemical Manufacturers 
Association (CMA), the Synthetic Organic Chemical Manufacturers Association 
(SOCMA), American Crop Protection Association (ACPA), National Paint and Coatings 
Association (NPCA), The Fertilizer Institute (TFI), the Chemical Specialties 
Manufacturers Association (CSMA), and the Society of the Plastics Industry (SPl). 
OCITA provides some 2,600 companies nationwide with a voice on trade policy issues, 
tike fast-track authority, that affect their bottom line. 

OCITA ’s role is to provide a unique chemical industry perspective on trade policy 
issues affecting the chemical industry. Our industry is the largest exporting sector in the 
United States. Chemical industry exports totaled $51.5 billion in 1994, returning $18.3 
billion trade surplus that year. U.S. chemical exports in 1994 outdistanced agricultural 
exports by $5.6 billion, and bettered aircraft exports by $23 billion. Our industry is 
responsible for 27% of total worldwide sales of chemical and allied products. 


Fast-Track Authority 

OCITA believes that Congress should renew the President’s fast-track negotiating 
authority. This should be done in the immediate future in order to enable the United 
States to capitalize on the gains made in the Uruguay Round of Multilateral Trade 
Negotiations and the North American Free Trade Agreement. 

Renewing the President’s fast-track authority is essential to securing the economic 
gains we realize from trade agreements. The chemical industry currently employs a million 
Americans. For every additional $ 1 million our industry secures in export sales, four new 
American jobs arc created. Chemical export growth also spurs additional investment in 
downstream manufacturing and related exports, creating a ripple effect of future jobs, 
investment and economic growth. 

Our industry’s future growth will come in tibose markets - such as Latin America 
and the Far East -- where trade agreements negotiated under fast-track can remove 
significant barriers to trade. Chemical sales growth prospects vary among the regions of 
the world. Sales growth in our most mature markets (the U.S., Canada, Japan and 
Europe) is expected to be slow. The most rapid market growth is projected for the newly 
industrializing and developing nations. The prospect of that growth, and the benefits it 
brings to the United States, is what prompts our support for renewed fast-track 
negotiating authority. 

The Latin America market for chemicals and allied products was valued at $63.8 
billion in 1993. The long-term potential of the market is huge. With 376. 1 million 
persons, many Latin American nations have already achieved some success in trade 
liberalization and disciplines. Additional bilateral and multilateral trade agreements could 
further enhance the value of the Latin American market to the United States. 

The market for chemicals and allied products in China and the East Asian newly 
industrialized countries is the most dynamic in the world. Within ten years, the per capita 
incomes of these nations are expected to exceed that of the more advanced countries in 
Western Europe. With a 1993 market value of $134.7 billion, long-temr. growth and sales 
prospects are excellent. 

While the potential for growth is great, the chemical industry cannot serve these 
markets without the proper tools. Those tools arc disciplines on tariff and non-tariff 
barriers, meaningful intellectual property rights protection, and reform of investment 
measures. In addition, reducing or eliminating tariff barriers alone would mean significant 
new sales for our industry. Fast-track negotiating authority is necessary to the 
development of a more equitable trading arena. 
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Negotiating Authority 

While OCITA does not have a complete list of all details that should be included 
when granting new fast track negotiating authority, we would like to make the following 
observations and suggestions. 

OCIT A suggests that fast-track negotiating authority be granted for a period of at 
least five years. Certainty is critical to long-range planning and the well-being of U.S. 
firms. Persuading countries to liberalize their trade regimes takes time. Therefore, 
negotiating authority should be granted with sufficient time to conclude meaningful 
agreements. The scope of trade negotiating authority should be available for either 
bilateral, regional, or multilateral negotiations. 

As important as fast-track authority is to our industry and other U.S. industries, 
Congress must be careful not to burden the procedure with issues not directly related to 
trade. For example, labor and environmental objectives should not be included in future 
trade negotiations. OCITA believes that these issues are important but are more properly 
the subject of other non-trade agreements. These issues should be pursued through 
engagement in such organizations as the International Labor Organization, the 
Organization of American States and the United Nations. 

OCITA believes that legislation to implement a trade agreement must be similarly 
limited to those provisions absolutely necessary to meet U.S. obligations. In the past, fast- 
track treatment has been applied liberally to allow unrelated revenue measures to be 
included in the legislation. OCITA recommends that a new grant of authority be more 
narrowly applied to limit the legislation to only that which is required to enact the 
provisions of the covered trade agreement. 

Finally, OCITA believes that the principal negotiating objective of any future 
multilateral negotiation on chemical tariffs should be sectorial harmonization, i.e. lowering 
foreign tariffs on chemicals to levels comparable to those negotiated in the Umguay 
Round by the U.S. , Europe, Canada, Japan and other industrialized nations. As a 
necessary condition to any fiirther lowering of U.S. chemical tariffs, the agreement 
negotiated should be one that the President determines that the opportunities for U.S. 
chemical exports are substantially equivalent to those afforded foreign products in the 
United States. OCITA would encourage future multilateral negotiations in the chemical 
sector to use the Uruguay Round Chemical Tariff Harmonization Agreement (CTHA) as 
the model for negotiations to eliminate the problems created by free riders. 


Conclusion 

The U.S. chemical industry’s continued growth and success in the global market 
depends on fast-track authority. Fast-track protects Congress’ prerogative in trade policy 
matters, while assuring that we can realize the negotiated benefits of a trade agreement. 
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Chairman Crane. Thank you very much, Ms. El-Chaar. 

We will stand in recess, then, for 5 to 8 minutes. I apologize to 
you gentlemen. We will be right back. 

[Itecess.] 

Chairman Crane. The subcommittees will reconvene and Mr. 
Holleyman is next. 

STATEMENT OF ROBERT W. HOLLEYMAN IL PRESTOENT. 

BUSESESS SOFTWARE ALLIANCE 

Mr. Holleyman. Mr. Chairman, I am testifyii^ today on behalf 
of the member companies of the BSA, Business Software Alliance. 
Our companies include the leading U.S. publishers of software for 
personal computers, companies like Novell and Lotus Development, 
Sybase, Microsoft, and Autodesk. 

Collectively, U.S. PC software companies are the world’s leaders. 
According to the Department of Commerce, in 1993, U.S. PC soft- 
ware companies held nearly 75 percent of the global market for 
personal computer software. They truly are the stars of U.S. export 
industries. It is a rapidly growing market, and it is a pleasure to 
have the opportunity to testify on behalf of these companies regard- 
ing the proposed extension of fast track negotiating authority. 

I would Uke to be clear in the statement of the software compa- 
nies that I represent. We affirmatively endorse the extension of 
fast track negotiating authority, and in addition, we believe that 
intellectual property protection should be identified by Congress as 
an explicit negotiating objective in conjunction with any fast track 
negotiations. 

Our basis for this testimony is also clear. It is history. We know 
what works. We know what has worked to the benefit of U.S. soft- 
ware companies in the past through two very clear agreements. 
The first of those agreements was the North American ^ee Trade 
Agreement, where the United States negotiated the most explicit 
protection for intellectual property and for computer software that 
had been negotiated up until that time, and it is still the world 
model for intellectual property protection. 

Second, the trade related intellectual property provisions in the 
Uruguay round negotiations take a veiy important step in expand- 
ing protection to more than 100 countries who will be adherents to 
that agreement. 

BSA believes that Congress’ grant of fast track authority was in- 
strumental in allowing both of these agreements to be negotiated. 
BSA supports the extension of this aumority to allow expansion of 
NAFTA to include Chile and other countries in this hemisphere, 
and we believe that doing so will strengthen intellectual property 
protection for U.S. software companies. 

U.S. companies will be the beneficiaries of any effort that opens 
markets, and, second, that requires protection of copyrighted 
works, both as a matter of law and as a matter of practice through 
adequate enforcement. 

Currently, NAFTA provides several key benefits that would be 
usehil in reducing rates of software piracy throughout the whole of 
Latin America, and, in addition, would expand upon the benefits of 
U.S. software companies in those markets. 
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Specifically, NAFTA would address problems like those that exist 
in Chile, where more than 84 percent of all the software in use is 
pirated because of several deficiencies in the Chilean law. Specifi- 
cally, there are no statutory damages when infringement is shown. 
There is no ability to go before a court and get ex parte relief. The 
civil penalties and criminal penalties are inadequate. 

We believe that by taking the NAFTA copyright and enforcement 
provisions and expanding those throughout tne hemisphere and 
into countries like Chile, it will require affirmative changes in the 
Chilean law that will reduce software piracy. It will take what was 
a $14 million market last year for computer software companies 
and expand it up to a potential of an $84 million market in that 
one country. 

We believe that those would be positive steps, and that all U.S. 
software companies would be the beneficiaries. We believe that fast 
track authority is absolutely critical to expanding trade opportuni- 
ties for U.S. companies. We urge the subcommittees to extend fast 
track authority and to explicitty identify intellectual property as a 
negotiating objective in that process. Thank you very much. 

[The prepared statement follows:] 
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TESTIMONY OF 

ROBERT W. HOLLEYMAN II, PRESIDENT 
BUSINESS SOFTWARE ALLIANCE (BSA) 

BEFORE THE SUBCOMMITTEE ON TRADE 
OF THE COMMITTEE ON WAYS AND MEANS 
AND 

THE SUBCOMMITTEE ON RULES AND ORGANIZATION 
OF THE COMMITTEE ON RULES 

UNITED STATES HOUSE OF REPRESENTATIVES 

ON EXTENSION OF FAST-TRACK NEGOTIATING AUTHORITY 
TO THE ADMINISTRATION 
FOR THE NEGOTIATION OF TRADE AGREEMENTS 

MAY 11, 1995 

1 . The BSA and the Computer Software Industry. The Business 
Software Alliance (“BSA") is the leading organization in the world fighting against 
international barriers to trade in computer software for personal computers, and 
working toward stronger intellectual property laws and enforcement protecting 
the rightholders of computer software around the world. The BSA promotes the 
continued growth of the software industry through its international programs in 
the United States and more than 60 countries around the world. 

BSA members include the leading publishers of business software for personal 
computers, such as Autodesk, Bentley Systems, Intergraph. Lotus Development. 
Microsoft, Novell and the WordPerfect Applications Group, The Santa Cruz 
Operation and Sybase. 

2. BSA Endorses the Extension of Fast Track Negotiating Authority. 

As Representative Philip M. Crane declared when he and Representative 

Dreter announced these Joint Hearings, benefits to the U.S. economy as a result 
of trade agreements concluded under fast-track negotiating authority “are 
dramatic and proven.” This certainly has been the result for the computer 
software industry, perhaps America’s most successful export industry. This U.S. 
industry dominates a global market of more than $75 billion per year, due not 
only to American creativity in the realm of high technology, but also to falling 
trade barriers which have generated billions of dollars of additional export 
revenues, as well as hundreds of thousands of high value-added jobs in the 
United States. 

BSA stands to benefit most clearly from the recently enacted North American 
Free Trade Agreement (NAFTA), and the Agreement on Trade-Related Aspects 
of Intellectual Property Rights, including Trade in Counterfeit Goods (TRIPs), one 
of the fruits of the Uruguay Round of multilateral trade negotiations, both of 
which were concluded under fast track procedures. It is doubtful that NAFTA 
and TRIPs would have been enacted on the same timetable-or at all-without 
fast-track negotiating authority. BSA shares the view of many observers that 
negotiation of a successful, definitive trade agreement would not be possible 
without fast track negotiating authority. Fast track procedures allow trade 
negotiators to make comprehensive commitments to trading partners, and obtain 
promises in return, without likelihood that individual provisions will be modified. 
Nonetheless, Congress retains its constitutional authority to approve or 
disapprove any treaty or trade agreement negotiated by the United States. 

Because the United States is the world’s largest economy and the world's 
leading exporting nation, BSA believes that the United States stands to gain 
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more than most countries from falling trade barriers This is particularly true in 
the export of goods having high intellectual property content as a percentage of 
total value, such as computer software, where the United States continues to 
dominate global markets. Just as fast-track negotiating authority was necessary 
for U S. approval of NAFTA and TRIPs, BSA believes that fast-track negotiating 
authority will be necessary to conclude other important trade agreements, such 
as agreements approving the accession of Chile and other countries in the 
Hemisphere to NAFTA. 

3. NAFTA's Importance to the Computer Software Industry. As 

mentioned above, BSA does believes that fast track negotiating authority 
enabled the United States to negotiate NAFTA, which was then approved by 
Congress. NAFTA was an important and historic accord for the computer 
software industry because it delivered the following benefits; 

• National Treatment - NAFTA requires national treatment with regard to the 
protection and enforcement of intellectual property rights, which prevents a 
foreign government from singling out U.S. companies (holding intellectual 
property rights), or foreign companies, for less favorable treatment than it 
provides to Its own companies.^ This principle has important practical effect 
in preventing unfavorable levies relating to intellectual property rights that 
various governments, particularly in Europe, impose on U.S. companies. 

• Computer Programs Are Literary Works - NAFTA specifies that computer 
programs are literary works within the meaning of the Berne Convention,^ 
and thus will benefit from all of the Berne Convention jurisprudence on the 
protection of literary works, which includes strict limitations on exceptions 
from protection. 

• Databases Are Protected Works - Databases and other data compilations 
which by reason of selection or arrangement constitute intellectual creations 
are protected by copyright.^ 

• Commercial Rental Right - NAFTA clearly establishes that the rightholder of 
a computer program can authorize or prohibit the commercial rental of a 
computer program, and the distribution of a computer program will not 
exhaust the rental right (which otherwise would be exhausted by the “first 
sale” doctrine).'* 

• Enforcement Provisions - Perhaps the most important provisions of NAFTA 
are the extensive enforcement provisions, never before included in a 
multilateral intellectual property rights agreement. They are particularly 
important to BSA because so many Latin American countries lack “effective" 
enforcement of intellectual property rights including “expeditious” remedies to 
prevent and deter infringement, the standards set forth in NAFTA. Among 
the breakthroughs in the enforcement chapter are the following: 

A) The parties must have the right to limited discovery.^ 

B) Injunctions must be available to parties in civil proceedings.® 

C) Damages must be adequate to compensate the right holder for the 
injury suffered.^ 


' NAFTA Art. 1703. 

^ NAFTA Art 1705(1 )(a) 
^ NAFTA Art. 1 705(1 ){b). 
* NAFTA Art 1705(2)((J) 
’NAFTA Art 1715(2)0). 
® NAFTA Art 1715(2)(c). 
'NAFTA Art 1715(2)(d) 
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D) Provisional measures must be prompt and effective, and must be 
available on an ex parte basis where delay is likely to cause 
irreparable harm to the rightholder or evidence is likely to be 
destroyed. ° 

E) Criminal penalties and remedies must be available at least in cases of 
willful trademark counterfeiting and copyright piracy on a commercial 
scale, and the level of penalties should be sufficient to provide a 
deterrent. Both problems are faced by the computer software industry 
in Latin America and around the world, and criminal penalties tend to 
be insufficient to provide a deterrent, unlike in the United States where 
felony provisions may be imposed including incarceration of up to five 
years and penalties of up to $250,000.^ 

• Moral Rights - Moral rights are excluded from the purview of NAFTA, which 
was an important goal of U.S. Industry. These rights which are personal to 
authors, and often nontransferable, thus cannot be adjudicated by the 
NAFTA dispute settlement mechanism, and will continue to be freely 
alienable in the United States. 

• Economic Rights Transferable - No limitations can be placed on freedom of 
contract regarding the economic exploitation of a work,” which would prevent 
the application of laws, found in many civil law countries, that do not 
recognize certain transfers of rights by rightholders, and even when 
recognized, the right of the transferee to receive remuneration may be 
circumscribed. 

• Basic Rights - NAFTA establishes a public distribution right and a public 
communication right, which are the rights of the rightholder to authorize or 
prohibit the first distribution to the public of a work, or the first communication 
of the work to the publtc.^^ These give the rightholder stronger distribution 
rights than the Berne Convention for the Protection of Literary and Artistic 
Works (Paris 1971), and thus are of considerable use to U.S. industry, 
especially as we move into the Information Age. 


4. TRIPs’ Importance to the Computer Software Industry. While 

NAFTA generally establishes the highest level of intellectual property protection 
ever set forth in a multilateral trade agreement, TRIPs is even more important 
because it will bind more than 1 00 nations to standards of intellectual property 
protection that are similar to NAFTA standards. TRIPs’ enactment by Congress 
as part of the Uruguay Round Agreements Act of 1994 also benefited from fast- 
track procedures. The advantages of TRIPs to the computer software industry 
include; 

• Constructive Accession to Other IPR Agreements - TRIPs requires that 
the members of the World Trade Organization must extend intellectual 
property protection to other members as if all members had acceded to 
various intellectual property rights conventions, such as the Berne 
Convention on copyright, the primary multilateral agreement for protection of 
computer programs and other literary works.’^ 


'NAFTA Art. 1716{2). 
'NAFTA Art. 1717(1). 

NAFTAAnnex 1701 3(2). 
" NAFTA Aft. 1705(3). 

NAFTA Art. 1705(2). 
’’TRIPs Art. 3(1). 
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• National Treatment - TRIPs also establishes national treatment as the 
essence of intellectual property protection (although TRIPs national treatment 
is subject to more exceptions than Berne national treatment).’^ 

• NAFTA-Like Provisions - Most of the provisions set forth above are also 
found in TRIPs, with the exception of the provision on the free transferability 
of economic rights, and NAFTA's clear enunciation of a distribution right and 
public communication right. 

5. Fast-Track Authority Should Require Strong Intellectual Property 
Protection. As a grant of negotiating authority, Congress is able to establish 
policies, conditions and negotiating objectives to govern the Administration’s 
fast-track authority. One such condition or negotiating objective should be 
that any trade agreement will include strong provisions on intellectual 
property protection. The United States Congress and the Executive Branch 
have cooperated over the past decade in guaranteeing to global industry much 
higher standards of intellectual property protection and enforcement than existed 
previously. This cooperation must continue in any negotiations on NAFTA 
accession or other trade agreements. 

While the BSA recognizes that fast-track procedures must not become burdened 
with issues unrelated to trade, intellectual property protection is an essential 
component of international trade. Without strong Intellectual property protection 
abroad, it is estimated that more than half of all United States exports would 
suffer substantial hamn. Intellectual property protection and trade are 
inseparable, a position clearly recognized by NAFTA and TRIPs. 

6. Chilean Accession to NAFTA. Fast-track negotiating authority would 
enhance the likelihood of Chilean NAFTA accession, and thus would expand the 
NAFTA trading area to the benefit of the computer software industry and much of 
the rest of U S. industry. But whether or not Congress does grant the 
Administration fast-track authority, it is essential that negotiations with Chile (and 
other trading partners) require substantial improvements in intellectual property 
legislation and enforcement. Significant Chilean deficiencies include: 

• Penalties Inadequate - Chilean criminal penalties for copyright infringement 
are seriously inadequate, and Chilean law fails to prescribe significant 
statutory damages for civil law copyright infringement (unlike U S. or Brazilian 
law, for example). 

• Need to Prove Profit-Making Intent - For most violations involving computer 
programs, the need to prove the existence of “profit-making intent" on the part 
of the infractor in order to fall within the Law. 

• No £x Part 0 Search Procedures - There is no express provision in Chilean 
legislation mandating ex parte civil search procedures (that is, without 
advance notice to the opposing party), which makes it very difficult for private 
parties to enforce copyright laws against Chilean pirates. 

• Limited Remedies - Remedies available to Chilean enforcement authorities 
to curtail piracy are quite limited. The authorities should be permitted to close 
commercial establishments that use Illegal software (much as they do in tax 
evasion cases with great effect). The seizure of illegal copies of computer 
programs and personal computers (or other equipment used to make copies) 
should be explicit in Chilean legislation. 

• Copyright Modifications Needed - Modifications to Chile's copyright law are 
necessary. In particular, Chilean law should expressly prescribe a rental right 


TRIPs Art. 3(1H2) 
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(at least for computer programs), consistent with Art. 1705(2)(d) of NAFTA 
and Art. 11 of TRIPs. 

• Chile’s Customs Valuation Is Unfavorable - Chile's customs duty on the 
importation of computer software is 1 1%, but Chile assesses this duty over 
the value of a software package's content, not just the value of the physical 
media. Assessment over the value of the media only is favored by most of 
Chile’s trading partners, including the United States, Canada, Mexico, Brazil, 
and the countries of the European Union. Assessment over the value of the 
content raises the price of computer software in the Chilean market and 
probably increases piracy. 

7. Conclusion. Fast track negotiating authority for trade agreements has 
served the interests of U.S. industries such as the export-oriented computer 
software industry exceedingly well. Such authority should include as a condition 
or negotiating objective very high, NAFTA-like standards of intellectual property 
rights protection and enforcement. Countries such as Chile should not be 
permitted to derogate from such standards in any negotiations over accession to 
NAFTA. With these objectives in mind, the BSA strongly supports the extension 
of fast track negotiating authority. 
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Chairman Crane. Thank you, Mr. Holleyman. 

Mr. Anderson. 

STATEMENT OF MARK A. ANDERSON^ DIRECTOR, TRADE TASK 

FORCE, AMERICAN FEDERATION OF LABOR AND CONGRESS 

OF INDUSTRIAL ORGANIZATIONS (AFL-CIO) 

Mr. Anderson. Thank you, Chairman Crane. 

The AFL-CIO appreciates this opportimity to testify on fast 
track negotiating authority. We believe that the current inter- 
national economic position of the United States, together with the 
recent Mexican financial crisis and the resulting harm to workers, 
suggests at least extreme caution in further pursuing the trade lib- 
eralization agenda. 

The AFL-CIO, therefore, believes that fast track authority, if 
granted, should be limited to negotiations with Chile but must in- 
clude, among other things, worker rights, standards, and capital 
markets as principal negotiating objectives. 

Workers in the United States have endured an extended period 
of economic hardship and extreme uncertainty. The huge structural 
shifts that have taken place in the economy nave caused real pain 
for millions of workers and their families. Over the last 12 years, 
the nation has experienced falling wages, declining incomes for the 
maiority of American families, increasing inequality and poverty, 
and the loss of millions of manufacturing jobs, all as the U.S. trade 
deficit has grown to record levels. 

Just this year, the Mexican financial crisis, brought on in large 
part because of Mexico's own unsustainable trade deficit, will bring 
further pain to workers in both countries. Mexican workers have 
already seen their jobs disappear and their standards of living 
plummet. U.S. workers will experience increased downward pres- 
sure on their wages and will see their jobs eliminated as Mexico 
cuts imports, promotes exports, and attracts more and more U.S. 
investment to take advantage of its ever-cheaper labor costs. 

The small 1994 U.S. trade surplus with Mexico will turn into a 
deficit that may reach $15 billion this year. The promise that 
NAFTA would bring about increased employment and prosperity 
for all has proven to be empty. 

This tragedy should be a cautionary tale for all of us. It suggests, 
at least, that so-called free trade agreements are not a panacea for 
our problems, and if progress is to be made, it must be recognized 
that economic integration is a complex process that should be un- 
dertaken slowly and with extreme care. If anything, a deepening 
and widening of the negotiation agenda is needed. 

Negotiations with Chile provide an opportunity to address these 
issues, make necessary improvements in the NAFTA, and reduce 
the likelihood of the Mexican crisis being repeated. 

In our view, worker rights are the key to a successful agreement. 
The linking of worker rights ^d standards to trade has been a 
long held but unfulfilled negotiating objective of successive Demo- 
cratic and Republican administrations. It is not a new issue and 
has been under discussion far longer than trade in services, invest- 
ment, or intellectual property protection. 

Both the 1974 and 1988 trade acts made worker rights a prin- 
cipal negotiating objective of the United States. The Uruguay 
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Round Agreements Act of 1994 directs the President to continue to 
press for worker rights in the WTO, as did Presidents Reagan and 
Bush throughout the round. 

It has an even longer history in U.S. law. For example, the 
McKinley Tariff Act of 1890 prohibits the import of prison-made 
goods. Over the last 10 years, a large series of U.S. trade and in- 
vestment laws were enacted that induded worker rights condition- 
ality. 

Now, despite this histoiy, the relationship between worker rights 
and trade remains controversial, so I would like to touch on why 
worker rights is, indeed, an integral part of trade and not an extra- 
neous issue. 

Both the NAFTA and the Uruguay round aCTeements resulted in 
the establishment of extensive rules under wnich goods and serv- 
ices are produced. The appropriate role of both government and pri- 
vate enterprise in economic development is directly addressed. This 
reflects agreement among the parties that in order to encourage 
the growth of trade, there needs to be agreed upon rules to ensure 
fair competition. 

Those rules are no longer limited to border measures, like teriffs 
or quotas, but now address a whole series of practices that, in the 
past, were considered purely domestic in nature. The provisions of 
financial services, domestic government subsidies, consumer and 
product standards, intellectual property protection, and environ- 
mental policy, just to name a few, are all subject to international 
discipline or negotiation and are all considered to be trade related. 

Labor used in the creation of goods for export is at least equally 
trade related. Indeed, the denial of worker rights has long been 
used to affect trade flows. This is most graphically demonstrated 
in the worldwide growth of export processing zones, where restric- 
tions on worker rights are frequently used by governments as a 
trade and investment incentive. 

If it is possible for us to reach agreement on issues as complex 
as intellectual property protection, whose direct link to trade is ten- 
uous, at best, surely it is possible to negotiate basic rules for work- 
er rights ana standards that are directly related to the production 
process. 

Finally, Mr. Chairman, a central thrust and major deficiency of 
the NASTA, in our view, is the reduction or the elimination of ^v- 
emment control over the provision of financial services, capital 
flows, and investment. The financial crisis in Mexico is a grim re- 
minder of the folly of relying solely on the market as a means of 
achieving economic prosperity. Ironically, in this case, speculators 
will be protected by U.S. Government intervention, but workers in 
both countries have been simply told to submit to the discipline of 
the market. 

Once again, in our judgment, negotiations with Chile provide the 
opportunity to learn from past mistakes and develop alternative 
approaches to the important issue of capital markets. Certainly, 
U.S. taxpayers should no longer be required to be the ultimate res- 
cuer of speculators and elites involved in ill-conceived economic ac- 
tivity. 

Thank you very much, Mr. Chairman. 

[The prepared statement and attachment follow:] 
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STATEMENT OF MARK A. ANDERSON. DIRECTOR, TASK FORCE ON TRADE 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 
BEFORE THE SUBCOMMOTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 
ON 

FAST TRACK NEGOTIATING AUTHORITY 
May 11. 1995 

Mr. Chairman, members of the Committee, the AFL-CIO appreciates this opportunity to 
present its views on the fast track negotiating authority. The current international economic 
position of the U.S., together with the Mexican financial crisis and the resulting harm to workers, 
suggest extreme caution in further pursuing a trade liberalization agenda. However, if the process 
is to continue, it is particularly important for the Congress to establish negotiating objectives that 
hold out the prospect of advancing, not retarding, the interests of working Americans. 

For these reasons, the AFL-CIO believes that fast track authority, if granted, should be 
limited to negotiations with Chile, and must include among other things, worker rights and 
standards, and capital markets as principal negotiating objectives. Appended to this statement is 
a more complete review of issues related to possible negotiations with Chile that was submitted 
by the AFL-CIO to the U.S. Trade Representative on April 28, 1995. 

Workers in the United States have endured an extended period of economic hardship and 
extreme uncertainty. The huge structural shifts that have taken place in the economy have caused 
real pain for millions of workers and their families. 

Last year the U.S. merchandise trade deficit reached a near record $151 billion. The 1995 
deficit is projected to be substantially larger. Over the last dozen years, the trade deficit has 
totaled some $11/2 trillion, and helped turn the U.S. from being the world's largest creditor nation, 
to the worlds largest debtor. During this period, a period of increasing trade liberalization, the 
nation experienced falling wages, declining incomes for the majority of American families, 
increasing ineguality and poverty, the loss of more than three million jobs in the manufacturing 
sector, and growing social tension. While trade is not necessarily the cause of all these problems, 
it has certainly made a major contribution, and indicates that the best interests of working people 
are tremendously vulnerable, as tong as those Interests are ignored in negotiations on international 
economic issues. 

Last December. Mexico, because of its own unstainable trade deficit, was forced to allow 
the peso to freely float in value relative to the dollar. This action had the effect of almost 
immediately reducing the peso's value by some 50 percent. It is clear, that the cost of this 
devaluation, together with its underlying economic causes, will be borne largely by workers in both 
countries. For Mexican workers, imported goods have skyrocketed in cost, real earnings have 
plummeted, inflation has spared, and more than one-half million jobs have disappeared. Because 
of the devalued peso. U.S. employers In the export maquiladora sector who calculate their wage 
costs in dollars, will see an annual windfall of some three-quarters of a billion dollars. As Chrysler 
President Robert Lutz observed, lower labor costs will "flow right through to the bottom line." 

U.S. workers will experience increased downward pressure on their wages, and will see their 
jobs disappear as Mexico cuts imports, promotes exports, and attracts more and more U.S. 
investment to take advantage of its ever cheaper labor costs. The small 1994 U.S. trade surplus 
with Mexico will turn into a deficit that may reach $15 billion this year. By most commonly 
accepted calculations, this will mean the loss of 300.000 U.S. jobs this year alone. The promise 
that NAFTA would bring about increased employment and prosperity for all has proven to be 
empty. 

This tragedy should be a cautionary tale for all of us. It suggests, at least, that so-called free 
trade agreements are not a panacea for our problems. If progress is to be made, it must be 
recognized that economic integration is a complex process that should be undertaken slowly and 
with extreme care. If anything, a deepening and widening of the negotiation agenda is needed. 
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Issues such as capital markets and most importantly, worker rights and standards, must be dealt 
with directly. Certainly, U.S. taxpayers should no longer be required to be the ultimate rescuer, 
as is the case with Mexico, of speculators and elites involved in ill-conceived economic activity. 

Negotiations with Chile provide the opportunity to address these issues, make necessary 
improvements in the NAFTA, and reduce the likelihood of the Mexican crisis being repeated. Early 
in 1994, the AFL-CIO and our counterpart organization, the Unitarian Workers Central (CUT) of 
Chile, reached agreement to support the negotiation of a bilateral trade agreement between our two 
countries, so long as those negotiations were directed at reaching agreement on core worker rights 
and standards. Our two movements did not shy away from integration, we sought to embrace it. 

We believed that a bilateral agreement could be a significant improvement over the flawed 
NAFTA, and had the possibility of setting new standards for decency in trade. While the decision 
to negotiate a new trade arrangement with Chile through the expansion of NAFTA was 
disappointing, we continue to believe that the goal of directly incorporating worker rights and 
standards in commercial agreements is eminently possible. The government of Chile has expressed 
its willingness to negotiate on this issue. The governments of Mexico and Canada have indicated 
that labor rights and standards must continue as part of an expanded NAFTA. The U.S. 
Administration has expressed the view that the NAFTA side agreement Is a floor, not the ceiling 
for future negotiations. 

The opportunity to secure the support of workers, who are most at risk from trade 
liberalization, should not be lightly dismissed. Addressing their interests would demonstrate that 
movement toward freer trade can be beneficial to the majority of people and not Just corporate and 
political elites. 


WORKER mCHTS 

The linking of worker rights and standards to trade has been a long held, but unfulfilled 
negotiating objective of successive Democratic and Republican administrations. It is not a new 
issue, and has been under discussion far longer than trade in services, investment, or intellectual 
property protection. 

The 1974 Trade Act, which provided the authority to negotiate the Tokyo round of 
multilateral trade negotiations directed the President to seek "the adoption of international fair labor 
standards and of public petition and confrontation procedures in the GATT (Section 121(a)(4))." 
The Omnibus Trade and Competitiveness Act of 1988, which provided the authority to negotiate 
the Uruguay Round stated, "The principal negotiating objectives of the United States regarding 
worker rights are: (A) to promote respect for worker rights; (B) to secure a review of the 
relationship of worker rights to GATT articles, objectives, and related instruments with a view to 
ensuring that the benefits of the trading system are available to all workers; and (C) to adopt, as 
a principle of the GATT, that the denial of worker rights should not be a means for a country or its 
industries to gain competitive advantage in international traded. (Section 101 1(b)(14)). The 
Uruguay Round Agreement Act of 1994 instructed the President to seek the establishment of a 
working party, under the auspices of the World Trade Organization (WTO), to examine the 
relationship of internationally recognized worker rights to the articles, objectives, and related 
instruments of the GATT and WTO respectively, and to examine the effects on international trade 
of the systematic denial of such rights (Section 131). The Clinton Administration is currently 
pursuing that Congressional directive. 

These longstanding negotiating objectives are based on the understanding that there are no 
automatic mechanisms by which increased trade, or indeed, purely national economic growth leads 
to higher wages and improved working conditions. While increased trade can provide the resources 
for improvements, history tells us that only trade unions through collective bargaining and 
government through adequately enforced labor laws can ensure that trade really does lead to higher 
standards of living for all workers. 

The preamble to the GATT, understanding that increased trade is not an end in and of itself, 
states that the participating countries are entering into the accord: 



124 


"Recognizing that their relations in the field of trade and 
economic endeavor should be conducted with a view to 
raising standards of living, ensuring full employment and a 
large and steadily growing volume of real income and 
effective demand, developing the full use of the resources 
of the world and expanding the production and exchange 
of goods." 

The Havana Charter of 1948, which the GATT incorporates by reference states: 

"The Members recognize that ... all countries have a 
common interests in the achievement and maintenance of 
fair labour standards related to productivity, and thus in the 
improvement of wages and working conditions as 
productivity may permit. The Members recognize that 
unfair labour conditions, particularly in production for 
export, create difficulties in international trade and 
accordingly each Member shall take whatever action may 
be appropriate and feasible to eliminate such conditions 
within the territory." 

But the history of linking worker rights and trade is much older. The McKinley Tariff Act of 
1890 included a provision banning the import of prison made goods. That prohibition is included 
in the GATT. In 1912 the U.S. banned the import of white phosphorous matches because of 
health hazards associated, not with their use, but with their production. 

Both the Eisenhower and Nixon Administrations proposed including worker rights in the 
GATT. At the start of the Uruguay Round in 1986, die Reagan Administration proposed that 
worker rights be included on the negotiating agenda, and throughout the round former USTR's 
Clayton Yeutter and Carla Hills sought to introduce the issue many times. Their reasoning was 
explained in a 1987 letter to the Ways and Means Committee from President Reagan's Labor 
Secretary Bill Brock who wrote: 

"Those countries which are flooding world markets with 
goods made by children, or by workers who can't form free 
trade unions or bargain collectively, or who^re denied even 
the most minimum standards of safety and health are doing 
more harm to the principle of free and fair trade than any 
protectionist group I can think of." 

While sadly little progress has been mads at the multilateral level, the last twelve years have 
seen a significant expansion of worker rights conditionality in U.S. law. The Caribbean Basin 
Initiative, the Generalized System of Preferences, the Andean Trade Preference Act. the Overseas 
Private Investment Corporation, Section 301 of the 1988 Trade Act, and U.S. participation in 
international financial institutions all contain some form of worker rights conditionality. Experience 
under these programs has indicated that by directly focusing on worker rights, increased trade and 
investment can contribute to economic and social development. 

Despite this history, these are some who believe that worker rights and standards are 
unrelated to trade, and therefore have no place in trade negotiations. Both the NAFTA and the 
Uruguay Round agreements resulted in the establishment of extensive rules under which goods and 
services are produced. The appropriate role of both government and private enterprise in economic 
development is now directly addressed. This reflects an agreement among the parties that in order 
to encourage the growth of trade, there needs to be agreed upon rules to ensure fair competition. 
In other words, the right to participate in world uade places certain duties on countries to observe 
international norms. Those norms are no longer limited to border measures like tariffs or quotas, 
but now address a whole series of practices that in the past were considered purely domestic in 
nature. The provision of financial services, domestic government subsidies, consumer and product 
standards, research and development practices, agricultural policies, intellectual property protection. 
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environmental policy, and anti-competitive practices are all subject to international discipline or 
negotiation and are all considered to be trade related. 

Labor used in the creation of goods for export is equally trade related. Indeed, the denial of 
worker rights has long been used to affect trade. This is most graphically demonstrated in the 
worldwide growth of export processing zones, where restrictions on worker rights are used by 
governments as a trade and investment incentive. Pakistan, Turkey, Peru, Columbia, Venezuela, 
Indonesia, Malaysia, Philippines and various countries of the Caribbean Basin, to name just a few, 
have used or are using such restrictions. In countries like China, independent unions are simply 
prohibited. 

The question is not whether GATT or regional trade agreements should interfere with national 
policies. They already do. After all, trade agreements are by definition about reducing national 
sovereignty. That is why they are negotiated. For workers, the issue now is whether those 
international regulations can be extended to the people side of the production equation, to set a 
minimum level of labor standards so as to ensure that social conditions improve as trade expands. 
If it is possible to reach agreement on issues as complex as intellectual property protection, whose 
direct link to trade is tenuous at best, surely it is possible to negotiate basic rules for worker rights 
and standards that are directly related to the production process. 

At the international level, the real difference in view over worker rights is between those who 
believe that the operation of democratic institutions is a necessary and essential aspect of 
economic development, and those who believe that autocratic government and "disciplined labor" 
is the key to economic success. This latter view has even been expressed in our own country from 
time to time. At the turn of the century, George Baer, head of the Reading Railroad, voicing 
opposition to an ongoing strike of miners stated: 

"The rights and interests of the laboring man will be protected and cared 
for-not by the labor agitators, but by the Christian man to whom God 
in his infinite wisdom has given the control of the property interests of 
this country." 

Surely, we have learned the error of this view and now understand that worker rights and 
democratic institutions are as necessary internationally, as they are in our own country. The 
experience of the former Soviet Union, Eastern Europe, Chile, and South Africa all point to the 
importance of worker rights end democratic institutions. Where these basic rights are denied, 
power will be concentrated in the hands of a political and economic elite. By Itself, this will restrict 
the ability of mass markets to develop. For growing trade to lead to benefits for the majority of 
people, there has to be freedom to create institutions such as trade unions that can ensure a fair 
distribution of productivity gains. This is also in our overall interest because it will encourage a 
faster growth of new markets. 

While the North American Agreement on Labor Cooperation represents a small first step in 
associating worker rights and standards to an international trade agreement, major improvements 
are needed. The AFL-CIO believes that a minimum, negotiations with Chile should focus on 
reaching agreement concerning the prohibition of forced labor, guarantees on freedom of 
association and the right to organize and bargain collectively, nondiscrimination in employment, and 
a minimum age for the employment of children. Negotiations should also seek to delineate rules 
and regulations that ensure a safe and healthy workplace. An international consensus on these 
issues and others has already been developed by the International Labor Organization. 

Agreements reached in these areas should be incorporated in the main body of trade 
agreements, and be subject to the same dispute mechanisms available to other covered issues. 
During this period of increasing economic insecurity, workers interests can no longer be shunted 
aside to inadequate side agreements. 


CAP n -AL MARKETS 
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A central thrust and major deficiency of NAFTA was the reduction or elimination of 
governmental control over the provision of financial services, capital flows, and investment. What 
was ignored is the reality that when governments stop regulating or supervising trade, currency, 
and investment flows, then those matters will be the sole province of private investors, 
multinational corporations and currency speculators. They, not elected governments, will make 
decisions affecting economic development and equity, and thus democracy itself. 

The financial crisis in Mexico, and its harm to Mexican and U.S. workers is a grim reminder 
of the folly of relying solely on the "market” as a means of achieving economic prosperity. 
Ironically, speculators will be protected from the market by U.S. government intervention, but 
workers in both countries have been simply told to submit to the discipline of market forces. 
During the NAFTA negotiations, the AFL-CIO repeatedly urged that the governments address such 
issues as excessive foreign debt, exchange rata fluctuations, and investment controls and 
oversight. That advice was ignored. 

Negotiations with Chile provide the opportunity to learn from past mistakes and develop 
alternative approaches to the important issue of capital markets. U.S. taxpayers should no longer 
be required to be the ultimate rescuer of speculators and elites involved in ill conceived economic 
activity. Among the issues that should be positively addressed are greater transparency, a 
transaction tax on short term financial instruments, expansion of such laws as Chile's that prohibit 
the repatriation of capital for one year, expansion of government screening of inward investment, 
increases in reserve requirements for financial institutions, as well as direct negotiations on 
exchange rates. 

Mr. Chairman, the AFL-CIO believes that negotiations with Chile, if carefully constructed, 
hold the possibility of making needed improvements on NAFTA. Worker Rights are key to a 
successful agreement. We stand ready to work with you and members of the Committee to 
structure legislation that would benefit workers, and make freer trade a positive goal for all. 
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STATEMENT OF MARK A. ANDERSON, DIRECTOR 
AFL-CIO TASK FORCE ON TRADE 
ON BEHALF OF THE 

LABOR ADVISORY COMMITTEE FOR TRADE NEGOTIATIONS AND TRADE POLICY 
TO THE UNnrED STATES TRADE REPRESENTATIVE 
ON 

NEGOTIATIONS WITH CHILE ON ACCESSION TO THE NAFTA 
April 28. 1995 


On December 11. 1994. the heads of State of the United States, Mexico, Canada, and Chile 
announced their decision to begin the process by which Chile will accede to NAFTA. In that 
announcement, they stated "We seek in this hemisphere to expand market opportunities through 
equitable rules and to eliminate barriers to trade and investment through agreed disciplines at high 
levels. This approach, coupled with policies that address the conditions of labor and protection of 
the environment will be pillars of a new partnership in the Americas." Formal negotiations are 
expected to begin in the spring of 1995. 

The AFL-CIO and the Unitarian Workers Central fCUT) of Chile had advocated the negotiation 
of a bilateral trade agreement to make it more likely that basic worker rights and standards were 
included directly in an agreement, and subject to the same dispute settlement mechanism available 
to rules governing capital. While recognizing that the NAFTA represented a small first step in 
addressing workers interests, workers in both the U.S. and Chile did not want the flawed labor side 
agreement to NAFTA to be the standard for further hemispheric integration. 

In commenting on the announcement of negotiations leading to Chilean accession to NAFTA, 
the AFL-CIO and the CUT stated that they "deeply regret the decision of our two governments to 
negotiate a new trade arrangement through the expansion of the flawed NAFTA. We have argued 
for months for a bilateral agreement which would set new standards for decency in trade matters 
in a way that the interests of the companies should not be above the internationally recognized 
labor rights of the workers... We will nevertheless continue to work together to make respect for 
basic worker rights and standards a central feature of trade agreements in this hemisphere." 

While negotiations with Chile over NAFT A accession will make this goal more difficult to 
achieve, it remains eminently possible, and should be the principal negotiating objective of the U.S. 
The government of Chile has expressed its willingness to discuss these questions. The opportunity 
to secure the support of workers, who are most at risk from vade openings should not be 
squandered by governments. Addressing their interests would clearly demonstrate that movement 
toward freer trade can be beneficial to the majority of people and not just corporate and political 
elites. 


Events following the enactment of NAFTA, demonstrated that the agreement, as written, 
provided no guarantee or assurance of economic prosperity. Indeed, the reverse is painfully 
evident. The financial crisis in Mexico that has resulted in a massive devaluation of the peso will 
cause untold hardship for tens of thousands of Mexican and U.S. workers. In Mexico, workers 
have seen their real earnings plummet, while multinational corporations have reaped a financial 
windfall from drastically lower dollar denominated wage costs. U.S. workers will see their jobs 
disappear as Mexico cuts imports, promotes exports, and seeks to attract more and more U.S. 
investment. The small U.S. trade surplus in 1994 will turn into a deficit that may reach $15 billion 
in 1995. Clearly, NAFTA is not the answer. Negotiations with Chile provide the opportunity to 
make necessary improvements and reduce the likelihood of the Mexican tragedy being repeated. 
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LABOR RIGHTS AND STANDARDS 

The linking of tabor rights and standards to trade has been a long held, but unfulfilled, 
bipartisan negotiating objective of successive U.S. administrations. Both the 1974 and the 1988 
Trade Acts made worker rights a principal trade negotiating objective of the U.S. Labor rights 
conditionality has been established in a variety of U.S. trade laws, among them the Caribbean Basin 
Initiative in 1983, the Generalized System of Preferences in 1984, Overseas Private Investment 
Corporation in 1985, Section 301 of the 1988 Trade Act, and most recently in the 1994 
authorization bill for multilateral lending organizations. That conditionality must be extended to 
NAFTA through the upcoming negotiations with Chile. Failure would be a step backward in this 
vital area. 

This linkage has been based on the understanding that there are no automatic mechanisms 
by which increased trade or indeed, purely national economic growth, leads to higher wages and 
improved working conditions. While increased trade can provide the resources for improvements, 
history tells us that only trade unions through collective bargaining and government through 
adequately enforced labor laws can insure that increased trade really does lead to higher standards 
of living for all workers. 

As a rules-based international trading system develops, it is vital that workers receive the 
same treatment that has been provided business interests. These rules are, in large measure, 
designed to establish basic conditions under which traded goods and services are produced. No 
longer are they focused solely on border measures, but now address practices that heretofore were 
considered purely domestic in nature. For example, the provision of financial services, domestic 
government subsidies, consumer and product standards, anti-competitive practices are all subject 
to international discipline or discussion. If it is possible to reach agreement on issues as complex 
as intellectual property protection, whose direct link to trade is tenuous at best, surely it is possible 
to negotiate basic rules for worker rights and standards that are directly related to the production 
process. 

While the North American Agreement on Labor Cooperation represents a small first step in 
associating worker rights and standards to an international trade agreement, major improvements 
are needed. The AFL-CIO believes that at minimum, negotiations should focus on reaching 
agreement concerning the prohibition of forced labor, guarantees on freedom of association and 
the right to organize and bargain collectively, as well as nondiscrimination in employment. 
Negotiations should also seek to delineate rules and regulations that insure a safe and healthy 
workplace, prevent child labor and establish appropriate standards concerning hours of work. An 
international consensus on these issues and others has already been developed by the International 
Labor Organization. 

Agreements reached in these areas should be incorporated in the main body of trade 
agreements, and be subject to the same dispute mechanisms available to other covered issues. 
During a period of increasing economic uncertainty, workers interests can no longer be shunted 
aside to inadequate side agreements. 


FINANCiALJSSRyiCESA tNyEgT ^E rn-. AMP C APITAL MABKETS 

A central thrust of NAFTA was the reduction or elimination of governmental control over 
the provision of financial services, capital flows, and investment. What was ignored is the reality 
that when governments stop regulating or supervising trade, currency, and investment flows, then 
those matters will be the sole province of private investors, multinational corporations and currency 
speculators. They, not elected governments, will make decisions affecting economic development 
and equity, and thus democracy itself. 

The financial crisis in Mexico, and its harm to Mexican and U.S. workers is a grim reminder 
of the folly of relying solely on the "market" as a means to achieve economic prosperity. Ironically, 
speculators will be protected from the market by U.S. government intervention, but workers In both 
countries have been simply told to submit to the discipline of market forces. During the NAFTA 
negotiations, the LAC repeatedly urged that the governments address such issues as excessive 
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foreign debt, exchange rate fluctuations, and investment controls and oversight. That advice was 
ignored. 

The upcoming negotiations provide the opportunity to learn from past mistakes and develop 
alternative approaches to the important issue of capital markets. U.S. taxpayers should no longer 
be required to be the ultimate rescuer of speculators and elites involved in ill conceived economic 
activity. Among the issues that should be positively addressed are greater transparency, a 
transaction tax on short term financial instruments, expansion of such laws as Chile's that prohibit 
the repatriation of capital for one year, expansion of government screening of inward investment, 
increases in reserve requirements for financial institutions, as well as direct negotiations on 
exchange rates. 

INTELLECTUAL PROPERTY 

There are a variety of issues concerning the rights of performers that need to be addressed 
in the upcoming negotiation. They include the following: 

* A new NAFTA agreement, as is now the case with the WTO, should require that parties 
to the agreement provide performers with the ability to prohibit the unauthorized fixation, 
reproduction, or broadcast of their live performances. 

* Negotiations must develop provisions, based on existing U.S. taw, that obligates 
audio hardware manufacturers and blank tape suppliers to pay a levy to compensate 
copyright owners and performers for unauthorized home copying. The revenue 
collected from this levy is distributed to performers and copyright holders on the basis 
of national treatment. U.S. statute also prohibits the sale or importation of audio 
hardware that is not equipped with technology that prevents serial digital copying. 

Similar protections should be included in NAFTA. 

* Legislation is now being considered by Congress that would give copyright owners 
the ability to authorize or prohibit the transmission of their sound recordings through 
digitai media. This kind of protection is necessary for performers and must be 
included in a new agreement, and should be extended to all audio/visual works. 

* The existing NAFTA, denies American performers, but not producers, the right to 
collect revenue for the public performance of their sound recordings. This inequity 
must be corrected in the upcoming negotiation, and should be extended to all 
audio/visual works. 

* Finally, the existing NAFTA exempts Canada from appropriate obligations for its 
"cultural industries." This exception has been particuiarly harmfui to the U.S. 
entertainment industry, is currentiy subject to a Section 301 petition, and has been 
cited by France, the European Union, and other countries as the basis for exempting 
their cultural industries from WTO discipline. It must not be extended to other 
nations. 

TEMPORA R Y ENTR Y 

The existing NAFTA, as well as its predecessor, the U.S.-Canada FTA, made significant 
changes in U.S. immigration laws by expanding the right of U.S. employers to recruit foreign 
nationals to work In the United States on temporary status in professional occupations. Employers 
are not required to obtain a visa or demonstrate that a shortage exists. 

The impact of these provisions is most acute in the health care industry. Because the FTA 
provisions were enacted on top of the H-1A visa program which was enacted in 1989, the annual 
entry of temporary RN's now equals some 5 percent of RN's newly diplomaed in the United States 
each year who are looking for work. Instead of cutting back on their use of temporary RN's as the 
shortage of the 1980's abated, employers have continued to increase their use. This is especially 
troublesome in light of the fact that the health care industry is undergoing a massive and far- 
reaching restructuring. The maximum cooperation of government, employers and workers will be 
needed to promote the retraining and re-employment of displaced workers. The continued 
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existence of this free trade loophole— which is being expanded through in ter -govern mental 
consultations to include additional health care occupations-only makes that cooperative effort more 
difficult to achieve. 

The LAC believes that NAFTA provisions permitting this type of entry should be renegotiated 
in order to remove registered nurses and other health care professionals from the list of eligible 
occupations. 

SAFEGUARDS 

The existing NAFTA seriously weakened Sec. 201 of the Trade Act by drastically limiting the 
ability of the government to impose protective measures, including quotas, to remedy or prevent 
injury to domestic industry and to workers as a result of increased imports from the other parties. 
While providing the illusion of possible safeguard action, the present agreement includes procedures 
and definitions that make the Finding of injury highly unlikely, while at the same time prohibiting 
the imposition of measures that would remedy injury caused by imports. 

The deficiencies of this chapter loom large in light of the Mexican financial crisis and peso 
devaluation which help will turn the small 1994 U-S. trade surplus with Mexico into a deficit that 
may reach $15 billion by the end of 1995. That shift in terms of trade between Mexico and the 
U.S. will result in the displacement of tens of thousands of U.S. workers because they have little 
hope of receiving relief from U.S. trade law. The LAC believes that this chapter should be 
renegotiated to correct its serious shortcomings. 

ENVIRONMENT 

The Declaration of Principles adopted by the Heads of State at the Summit of the Americas 
stated that, "Social progress and economic prosperity can be sustained only if our people live in 
a healthy environment and our ecosystems and natural resources are managed carefully and 
responsibly.” Negotiations with Chile provide the first opportunity to take concrete steps to bring 
life to that Summit declaration. 

The LAC believes that the environmental side agreement to NAFTA, while establishing a 
connection between necessary environmental protection and commercial agreements, is inadequate 
to the task of insuring progress in this important area, and should be significantly improved. 
Appropriate environmental law, and the means to fairly and openly settle disputes concerning those 
laws, should be made part of any new trade agreement. 

NAF T A T RANSmONAl APJUSTMjm: ASggTA M g PROGRAM 

The NAFTA-TAA Program was established to provide uaining, re-employment services and 
income support for workers dislocated because of trade with Mexico and Canada. As of April 10. 
1 995, the Department of Labor had received 426 petitions requesting assistance. Of that number, 
194 were certified, covering almost 27,000 workers who lost his or her job because of NAFTA. 
With the U.S. trade balance deteriorating sharply with Mexico and Canada, the need for effective 
adjustment assistance will grow rapidly. The addition of Chile to NAFTA will add to this serious 
problem. 

The LAC believes that NAFTA-TAA needs to be improved by increasing public outreach 
efforts on the part of government, relaxing the very strict training requirements currently present 
in the program, increasing program coverage to include service workers, and extending the income 
support component of the program to two years. Such steps would ease the burden on those 
workers whose jobs disappear because of NAFTA. 
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Chairman Crane. Thank you. 

This is a germane issue, but not one that we focused on thus far 
in our discussions today. The President has made a case, and I 
think very convincingly, that the promotion of free markets in 
China is calculated to enhance rather than diminish the human 
rights of the Chinese people. While it is not the total answer to 
human rights problems, still, I think, raising living standards when 
you are talking about basic human rights, toe abnitv to put a roof 
over your head, clothe your children, feed your chilaren, is a vital 
human right. Would you folks agree with that? 

Mr. Anderson. Mr. Chmrman, I would certainly view the ability 
of someone to improve his or her own lot in life a desirable goal 
for all governmental policy or private sector policy. 

I would make a distin^ion, however, between the promotion of 
human rights as an overall goal and the promotion of labor rights 
and standards in trade agreements. Human rights are something 
that we believe, and we disagreed with the President’s decision, 
Mr. Chairman, to delink on China. We disagreed with it very stren- 
uously. But it is a different issue when you talk about labor rights 
and standards, which have a direct economic impact on the trade 
flows. 

Chairman Crane. Does anyone else choose to comment on that? 

[No response.] 

Chairman Crane. That was the second question I was going to 
get to, and that is the President does not approve of the linkage 
with MFN. most favored nation, extension to China of human 
rights conditions. I am just curious how, if that should not be 
linked, you simultaneously feel either labor or environmental is- 
sues should be linked. I mean, if toey are not directly and imme- 
diately related to the promotion of more free trade. 

Mr. Anderson. If I could expand, Mr. Chairman, the notion of 
labor rights and standards, I think that labor workers are certainly 
a direct part of the production process. Certainly, their conditions, 
their ability to ioin together into unions to bargain over their condi- 
tions, their ability to improve their wages through collective action 
or throv^h individual action has a direct bearing on how goods are 
traded internationally. Certainly, it has a direct bearing on the 
price and cost of those goods. 

For me, it is instructive that there are so many countries in the 
world who use the denial of worker rights, prohibit the organiza- 
tion of unions, permit the employment of children, as a means of 
attracting foreign investment and as a means of expanding trade, 
because toey realize it will cut their costs. We think those are the 
kinds of things that should be addressed in a negotiating context 
so that the livelihoods of all those workers can be improved. 

Chairman Crane. Does anyone else have a comment? 

Mr, Prudencio. Mr. Chairman, I would just add on the environ- 
mental questions and where they relate to environment, again, 
pointing to my testimony, we are looking at addressing the trade 
related environmental issues. We feel strongly that environmental 
issues of their own right deserve their own fora for negotiation, 
which is why the Montreal Protocol, the convention to protect the 
trade of endangered species, all those were negotiated not as trade 
agreements or with trade provisions to enforce them, but as indi- 
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vidual environmental agreements, where we look for certain envi- 
ronmental safeguards within these trade agreements or on issues 
that directly relate to environmental protection, consumer safety. 

Pesticide revenues, for instance, the role of investment in creat- 
ing potential pollution havens in other countries, those are the is- 
sues we are tpdng to identify and trying to address within these 
trade negotiations. We are not trying to, for instance, force another 
country to set a certain standard on environmental protection. 

In fact, the NAFTA environmental agreement or the NAFTA it- 
self did not set one environmental standard. That is important to 
note. What the NAFTA side agreement did, it said, we are going 
to work cooperatively to make sure that we are all improving our 
environmental performance and we will have some mechanisms in 
place if one of us does not live up to the bargain. That is important 
to note, I think. 

Chairman Crane. Thank you. 

Mr. Rangel. 

Mr. Rangel. Thank you. 

Mr. Anderson, I cannot think of anything that is more directly 
related with trade than how it impacts on American workers. The 
best deal in the world, if it means that we are going to be unem- 
ployed, obviously, we would have to take a look at it. So I can see 
how people want to make this as simple as possible, but when the 
people go to vote, the only thing I hear is, what is the impact going 
to be on the American workers? 

It seems to me that those that negotiate should not be so far up 
in the clouds that they do not understand that on the street and 
in the Congress, people want to know. We want to help those peo- 
ple. We want free trade. But how does it impact on me? 

But, Ms, El-Chaar, as relates to environment, I would normally 
think that the chemical industry, whenever anyone says that they 
are discussing environmental protection, that the chemical industry 
would say, count me in. I would like to fund that. We talk about 
cancer, lung cancer, the cigarette industry says, I am with you. You 
talk about drunk driving, the alcohol and beer industry say, what- 
ever I can do. 

Why would not the chemical industry say, that is what I have 
been telling you all along. We have to have progress and protect 
the environment. 

Ms. El-Chaar. We are not saying the opposite. We are in agree- 
ment with you. Yes, we should be protecting the environment. 

Mr. Rangel. I mean, whenever it comes up, you say, count me 
in. If it comes up here with a trade agreement, you say, hey, I want 
to be there. I want to show you what we have been doing. I want 
them to learn as a result of our mistakes and our progress. Why 
would you not insist that the industry be protected to show what 
you believe would be a good record or at least to show what you 
intend to do in the future as you find the balance between profit 
and our national interest? 

Ms. El-Chaar. We do insist on being there, and we do promote 
our record. Many of the chemical companies manufacture products 
that work in tandem with the environment. Perhaps one prod- 
uct — 
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Mr. Rangel. Specifically, what I am talking about is your testi- 
mony saying that it should be excluded from the fast track. That 
is all I am diking about. I know other good work that you do, but 
I am only talking about this. How would this impede anything that 
your industry would want to do? 

Ms. El-Chaar. I would surest that working with environmental 
initiatives is better address^ through multilateral larger fora 

Mr. Rangel. I heard you. I am asfing why. Why would you want 
to do it multinational? Why would you think it would hurt your in- 
dustry to almost insist that if you are going to discuss environ- 
ment, I want to be on that table? How do you think it helps you — 
and this may be a dangerous question to answer — ^how would it 
help your industnr to exclude it from the trade negotiation? What 
could happen badly for your industry? 

Ms. El-Chaar. Perhaps I am not best qualified to answer the 
question at this point, but we will ensure 

Mr. Rangel, Do you represent the industry? 

Ms. El-Chaar. On this position, yes, but we can answer your 
question and submit it as an answer to your question for this testi- 
mony. 

Mr. Rangel. Oh, no. I think we all know the answer, and it is 
unfortunate, that is all. I wish the chemical industry could have 
more confidence in our negotiators and in the process. Thank you 
so much. 

Thank you, Mr. Chairman. 

Chairman Crane. I want to thank all of you for your testimony 
today. I appreciate your giving of the time. The subcommittees now 
stand adjourned. 

[Whereupon, at 1:40 p.m., the hearing was adjourned.] 




EXTENSION OF FAST TRACK NEGOTIATING 
AUTHORITY TO THE ADMINISTRATION 


WEDNESDAY, MAY 17, 1995 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Trade, 

Joint With Committee on Rules, 
Subcommittee on Rules and Organization of the House, 

Washington, D.C. 

The subcommittees met, pursuant to call, at 10:03 a.m., in room 
1100, Longworth House Office Building, Hon. David Dreier (chair- 
man of the Subcommittee on Rules and Organization of the House) 
presiding. 

Mr. Dreier. The joint subcommittees will now come to order. 
The matter before us is the second of two joint hearings of the sub- 
committees concerning fast track agreement negotiating authority. 

I would like to say good morning and welcome to the members 
of the subcommittee on Trade and the Subcommittee on Rules and 
Organization of the House, also to our distinguished witnesses, es- 
pecially our good friend, U.S. Trade Representative, Mickey 
Kantor, and the members of the audience who are here today. 

These public hearings are intended to provide the two sub- 
committees with an opportunity to address issues relating to fast 
track procedures and rules, trade goals, negotiating objectives, and 
conditions associated with an extension of fast track authority. 

Congress has recognized for decades the critical role the Presi- 
dent must play to further a top national economic priority — pro- 
moting an open and fair trade regime. This clearly contributes to 
a stronger and more vibrant U.S. economy. 

U.S. exports have more than doubled over the last 10 years. We 
are the world’s top exporter. Exports directly account for more than 
1 in 10 U.S. jobs. Nearly one-quarter of our economy is tied to 
international commerce. 

Reducing our import barriers has made our economy more effi- 
cient. Free trade also benefits middle-income families by cutting 
taxes, increasing buying power, and raising living standards. 

I would note that fully implementing the Uruguay round of the 
General Agreement on Tarins and Trade promises the equivalent 
of a $500 tax cut for every American family. 

Despite the overwhelming benefits of lower trade barriers, some 
have questioned the merits of the fast track process. Fast track has 
been called secretive, hasty, and even unconstitutional by some. 1 
totally disagree with this view. I hope very much that this hearing 

( 135 ) 
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will help in fostering greater understanding of the history and pur- 
pose of fast track. 

I would point out that fast track is only the most recent congres- 
sional executive agreement to lower trade barriers. As early as 
1890, Congress delegated tariff bargaining authority to the Presi- 
dent. In 1934, following the economic disaster caused by Smoot- 
Hawley protectionism, something that Chairman Crane likes to 
often refer to, Congress authorized the President to proclaim U.S. 
tariff reductions as part of trade agreements. This ability to reduce 
tariff barriers helped fuel this countiys economy in the postwar 
era, creating economic growth in free market democracies around 
the world. 


By the early seventies, tariff reductions were no longer the sin- 
gular goal of the U.S. trade policy. In 1974 Congress developed the 
fast track procedures to provide the President with credibility in 
negotiations to eliminate nontariff trade barriers. Fast track en- 
sures that Congress carries out its constitutional responsibilities 
regarding legislative implementation of those agreements. 

Promoting free trade has been a successful national policy for 60 
years. Fast track has contributed to that success for two decades. 
While the goal of improving the lives of American families by fos- 
tering greater international commerce has not changed, fast track 
can be fine-tuned to maximize its positive impact on the process. 

Fast track procedures must foster ongoing and substantive con- 
sultations between the executive branch and the Congress in order 
to maintain its viability as a bond between the two branches with 
a role in international commercial policy. Fast track must be fo- 
cused on matters directly related to trade in order to avoid a criti- 
cal procedural tool being undermined through overly broad applica- 
tion. 


Finally, the fast track process must be updated to account for 
changes in other concessional procedures, such as the PAY-GO 
budget rules instituted in 1990. 

I Took forward to hearing from our witnesses today on how the 
fast track process can be improved. 

I want to extend a warm welcome to Ambassador Kantor and 


look forward to resolving this issue. I would like at this time to 
yield to Chairman Crane, who has been a leader in this fiijht for 
free trade, and I appreciate the fact that we are able to jointly 
work together in these two subcommittees on this issue. Chairman 
Crane. 


Chairman Crane. Thank you. Chairman Dreier. I, too, look for- 
ward to hearing our witnesses testify today on the second day of 
our joint fast track hearings. 

In my May 11 statement, I set forth the details of my position 
on fast track authority. I am a strong supporter of fast track au- 
thority because it assures certain and expe^tious consideration of 
lecslation to implement trade agreements, agreements that have 
allowed us to make substantial process in opening markets, lower- 
ing tariffs, and reflating and ending nontariff barriers to trade. 
I look forward to nearing from our witnesses today and working 
with the administration to develop a fast track limited to trade is- 
sues only. 

Mr. Dreier. Mr. Beilenson. 
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Mr. Beilenson, Thank you, Mr. Chairman, 

We on the Rules Committee appreciate having this opportunity 
again to join with our colleagues on the Subcommittee on Trade for 
this second day of hearings on issues involved in the renewal of 
fast track trade agreement authority. 

This has become an essential feature of U.S. trade policy. With- 
out it, it is highly unlikely that the United States would have been 
as successful as it has been in recent years in negotiating more 
open trade arrangements with other nations, arrangements that 
are providing new markets for U.S. goods and promoting economic 
growth, both here at home and abroad. 

We look forward to working on the renewal of this authority in 
the weeks ahead. We appreciate the guidance we are receiving on 
this matter through this set of hearing. 

One suggestion made at last week's hearing was to make fast 
track authority permanent, but to require Congress to explicitly au- 
thorize any trade agreement the administration wishes to negotiate 
under that authority. I hope that suggestion will be pursued by our 
two subcommittees. 

I hope we will be able to find a satisfactory way to address envi- 
ronmental and labor issues in the context of this renewal of trade 
authority. I personally feel strongly that we cannot responsibly ne- 
gotiate rules for the flow of goods and services across borders with- 
out considering the ecolomcm consequences or the effects on work- 
ers that will result from those rules. 

We are looking forward to hearing from our Trade Ambassador, 
Mr. Mickey Kantor, and the other oistinguished witnesses we will 
be hearing from today, and I join in welcoming them and thanking 
them for taking the time to be with us here today. 

Thanks, Mr. Chairman. 

Mr. Dreier, Thank you very much, Mr. Beilenson. 

Are there any other Members who wish to make opening state- 
ments? 

If not, it is with a great deal of pleasure that I welcome my very 
good friend and fellow Angeleno. We are also joined by my ranking 
minority member, Mr. Beilenson. 

I have to say that, once again, it has been a great pleasure for 
me to welcome this administration and Mickey Kantor. From his 
active role as a Democratic leader in California, who might have 
had a pattern of wanting to replace some of us who serve as Mem- 
bers of the California congressional delegation on the Republican 
side, to his official position here in this administration so that we 
can, in fact, find and maintain strong areas of agreement, I look 
forward to continuing that and continuing to have you in this ca- 
pacity for at least a couple of years to come. 

With that, I am happy to welcome you. Ambassador Kantor. I 
look forward to your testimony. 

STATEMENT OF HON, MICHAEL KANTOR, U.S. TRADE 
REPRESENTATIVE 

Ambassador Kantor. Mr. Chairman, thank you for the kind re- 
marks. I look forward to that as well — in fact, for the next 6 years. 

Let me say that I, in response to your kind remarks and my 
background in California ana with also our friends, Bob Matsui — 



138 


and Mr. Matsui, Mr. Beilenson, I rarely went east of La Cienega, 
so, therefore, I had no effect on ^our district whatsoever. 

In fact, my record in politics in California would show I had veiy 
little effect on politics in California. Some suggested the best thing 
that ever happened to the Republican party there is that I was 
chairing a number of campaigns for Democrats in the State, so I 
think I am better off in this nonpartisan and bipartisan job. 

Mr. Dreier. Well, I have to say, it was your departure that actu- 
ally led us to increase our numbers in the Repimlican delegation 
in California. 

Ambassador Kantor. I am not sure there is a correlation. 

I want to say hello also to Chairman Crane, who we have worked 
closely with and has been so helpful to us. 

I hope it is appropriate also to indicate in the audience here is 
a former member, Mr. Frenzel, who has been so helpful and 
worked with this administration in a bipartisan effort on NAFTA 
and GATT and other matters, and he has been ve^ helpful. He 
was a very valued member of the Ways and Means Committee for 
years, and we all have tremendous respect for him, and I am ap- 
preciative that he is here today as well, Mr. Chairman. 

I would like to, if I could, submit my entire testimony for the 
record and not read it in the whole 

Mr. Dreier. Without objection, so ordered. 

Ambassador Kantor. — and just highlight that testimony. 

We together, in a bipartisan manner, have an opportunity and 
responsibility, as you indicated, Mr. Chairman, to promote open 
and fair trade. We have worked together now for 27 months, and 
I would say that the President of the United States, working with 
Republicans and Democrats in the Congress and among Governors, 
both in the private sector as well as nongovernmental organiza- 
tions, has had a successful, a successful 27 months, ma^e the 
most successful in the history of American trade policy. 

I need not go over everything except to say that we have had 81 
trade agreements during this period. Among them has been the 
largest trade ^eement in history, which you cited, the Uruguay 
round, which in addition to a major tax cut for eve^ American 
family, cut tariffs by 40 percent, will create millions of jobs in our 
economy, will add $100 to $200 billion a year to our gross product, 
and is — will lead to higher standards of living. 

We approved the lareest regional trade agreement in history, the 
North American Free Trade A^eement, begun by the Bush admin- 
istration and then completed by the Clinton administration and 
ratified by a bipartisan Congress of the United States. 

In addition to that, we have had the Summit of the Americas and 
the Free Trade Agreement of the Americas. We are working on 
Chile accession. We have reinvigorated, with the President's lead- 
ership, working with the Confess, the APEC, Asia Pacific Eco- 
nomic Cooperation forum, whi^ has led to a declaration in Bogor 
and Indonesia just last year which will lead to free trade in the 
fastest growing region of the world in the Pacific by the year 2010 
or 2020, depending on the level of development of the economy. 

We have had numerous bilateral as well as regional agreements, 
including the largest procurement agreement in history between 
Europe and the United States which will provide $100 billion in op- 
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portunities for European companies and U.S. companies alike — a 
$200 billion agreement reached on April 15, 1994. 

Let me make three very quick points on why open and fair trade, 
which you concentrated on, Mr. Chairman, is so important, then 
lead into why fast track is so important to those points, and then 
talk about an agenda. If I might at some point, I would like to just 
run through some charts very quickly at the last part of my testi- 
mony. 

First of all, trade is critical to our economy. Just a few years ago, 
trade represented no more than 7 to 9 percent of our economy. Now 
it is 28 percent. In 1994 it represented $1.8 trillion. For the first 
time in American history, our exports exceeded $500 billion. I 
would note in February, our exports to Japan for the first time ex- 
ceeded $5 billion. So trade is growing and growing quickly. 

We have a number of jobs, which 1 will note. You can see the 28 
percent. You see the growth of trade in the U.S. economy from 
1970 up to 1994, from a very low percentage, less than 10 — or just 
barely over 10 percent all the way up to 28 percent. That is a dra- 
matic rise. Jobs connected to exports in our economy paid 13 to 17 
percent more than other jobs in our economy. Therefore, trade is 
critical, critical to our success. 

We need not note more than in passing that the globalization of 
our economy and the interdependence of the United States and 
other economies is a fact. We are not going to turn that around, 
whether we want to or not. What we need to do is make sure, as 
the President has said, that we compete, not retreat. So that is 
point No. 1. 

No. 2, is that trade has become central to our foreign policy. 
Frankly, in the past, trade was a tool of our foreim policy, advanc- 
ing political ana strategic interests, as it should have been during 
the cold war. We had an obligation during the cold war to make 
sure we thwarted Soviet expansionism by building the economies 
of die European Union and Japan. We did that very successfully. 
We allowed both of those entities to maintain sanctuary markets 
where our markets remained open in order that their economies 
would grow, they would become stronger and stronger, and this 
was part of an overall policy of containment. The fact is, it was a 
proper policy at that time, and now that policy has run its course. 

Ine cold war is over, Mr. Chairman. It is now time that trade 
and international economics takes its place among strategic and 
political issues, as all three are the legs of a very important stool 
upon which we will stand to provide leadership in the international 
arena over the next number of years. 

No. 3, our economic strength begins at home. We can’t compete 
in foreign markets unless we are strong at home. We lower our def- 
icit, we increase jobs, we raise our standard of living. We make 
sure we educate and train our people. We invest in the future of 
our economy. None of that is partisan. None of that is liberal or 
conservative. This is about our country and about its future, and 
that is how trade fits into this overall approach. 

Let me indicate that the Speaker, in a statement last week with 
regard to fast track, could not have been more articulate and more 
supportive of what this administration believes. He observed that 
the partnership between the Congress and the President on mat- 
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ters governing the development of trade policy objectives has been 
a successful one. We agree with that. 

He said fast track has unquestionably spurred economic growth 
and private sector job creation in the United States. We obviously 
agree with that. 

He said the explosion of economic opportimity and growth that 
can be directly related to international trade has become critical to 
our economy. That is obvious, and that is something where we 
agree with tne Speaker. 

I could go on and on. Let me just say that this testimony by 
Speaker Gingrich is something we support. It is something we have 
shared together. We have fought for the NAFTA and the GATT and 
other trade agreements, and this is one area where this adminis- 
tration and this Congress, working with the American people, have 
full and complete agreement. 

Let me now talk about fast track, how important it is to our 
trade policy and what we would like to do as we proceed forward 
in a bipartisan manner. 

First of all, we certainly need expeditious consideration of this if 
we are going to have certainty in our trade negotiations. It 
shouldn’t escape our attention that in 1967 two trade agreements 
reached by the Johnson administration were turned down by the 
Congress. Part of the reason for this was that there was no fast 
track at that point. In 1974 fast track was initiated in the 1974 
trade bill. 

For 20 years, Republicans and Democrats, liberals and conserv- 
atives, regardless of regon, have supported this concept for the Re- 
publican and Democratic Presidents of the United States. It is criti- 
cal to our future. It means credibility with our trading partners as 
we try to move forward on a mutual trade agenda. It means leader- 
ship continues in the hands of the United States. It means, indi- 
rectly, countries realize that we are going to move forward with a 
trade agenda which opens markets, expands trade; and, therefore, 
the countries begin to liberalize their markets even before we reach 
these agreements. We have seen this happen time after time. 

Last, fast track means a partnership between the Congress, 
which is critical, and the administration. Nothing, nothing is more 
important than maintaining that bipartisan approach. We have 
tried to be as careful as possible — and I appreciate the leadership, 
Mr. Chairman, you have shown and Chairman Crane has shown, 
Mr. Gibbons has shown, Mr. Matsui and others, as we have tried 
to make sure we have not politicized this issue; and we don’t in- 
tend to do so in terms of this fast track discussion. 

We may have some disagreements. I am sure we are not going 
to have full and complete agreement on every nuance in what we 
are dealing with, but at least I think we can agree to move forward 
in a positive direction together as we work out these concerns. 

Let me observe here that the nature of trade agreements has 
changed significantly in the past decade. As traditional trade bar- 
riers have come down, tariff and nontariff barriers, we are now 
confronting matters that previously were considered purely, frank- 
ly, domestic issues. Antitrust or competition policy, we know, has 
enormous adverse effect potentially on U.S. products going into our 
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market. Just yesterday, we addressed that issue with regard to Ja- 
pans autos and auto parts. 

Corruption, bribery, and lack of transparency in government pro- 
curement has an adverse effect on U.S. businesses — therefore on 
U.S. workers — as we try to sell our products all over the world. En- 
vironmental standards and labor issues also have a direct effect 
upon trade and put us in an adverse competitive position if they 
are not addressed carefully and properly in trade agreements. It is 
through this process of negotiation that these issues are defined, 
refined, and incorporated into agreements. 

This administration has demonstrated the importance it attaches 
to issues including the environment and worker standards. The 
NAFTA, with the bipartisan support of the Congress, includes sup- 
plemental agpreements addressing those issues. At the Summit of 
the Americas last December, an 34 Democratic nations in this 
hemisphere recognized the relationship between trade, labor, and 
the environment. 

In the summit action plan, the 34 heads of State pledged to 
"make trade liberalization, environmental policies mutually sup- 
portive,” and to “further secure the observance and promotion of 
worker rights,” as economic integration proceeds. 

In the context of these recent developments, it would not be pro- 
ductive for the United States to suddenly change course. We must 
work together in a bipartisan manner to find the formula that ad- 
dresses our concerns. We did it with NAFTA. We can do it as we 
contemplate expanding NAFTA and seeking other trade opportuni- 
ties as well. 

Flexibility is essential to the negotiation of good agreements. We 
need to address the full range of issues pertinent to our trade and 
economic interests in individual countries. Congress still gives 
guidance and decides whether to approve or disapprove the agree- 
ments. That is why the fast track has always worked for Repub- 
lican Presidents and Democratic Presidents alike. It is a formula 
that has expanded trade and created American jobs for two dec- 
ades, while preserving the prerogatives of both Congress and the 
President. 

If I might, Mr. Chairman, I would like to end by going to these 
charts and indicating how important new agreements are and how 
it will affect our economy. I will apologize, I have no microphone. 
I will try to speak up, although some have said that is not a prob- 
lem for me. 

I have already referred to this chart which shows the growth 
from 1970 to 1994 in terms of trade as a percentage of our econ- 
omy. It is $1.8 trillion and 28 percent as of 1994. U.S. jobs from 
1986 to 1994 have grown — related to exports — from 6.6 to almost 
12 million today. Those are very high-paying jobs, traditionally are 
hi^-wage, high-skill jobs. 

Developing countries have provided the fastest growing markets 
for our exports. As you can see, this is Asia and Latin America. 
You can see the more mature economies of Japan, the European 
Union, and Canada have much less g^rowth over the last number 
of years. This is from 1985 to 1994; and so, therefore, you can see 
where our opportunities lie in Asia and Latin America. 
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Developing countries will provide the largest share of future ex- 
port gro\^. It is really fascinating. Today, we have as much dollar 
exports to Latin America as we do to Europe, all of Europe. By the 
year 2010, we will have more exports to Latin America than Eu- 
rope and Japan combined. Fifty-five percent of all our exports by 
the year 2010 will be to Asia outside of Japan and to Latin Amer- 
ica. Tliat is an enormous change in our priorities. This President 
and this Congress has focused on that with the free trade area of 
the Americas, with NAFTA, with the accession to NAFTA, and 
with APEC, We have recognized how critical this is to our future. 

The U.S. share of the Latin American market is mowing. It is 
almost 50 percent today. That is in a critical area. Let me make 
a point about that. 

The growth of Latin America, the building of industrialization in 
the middle class, a younger population, a faster growing labor 
force, faster growing economies, has not been lost on our trading 
partners. Japan and the European Union recognize that. They ne- 
gotiated every day with both the subregional areas, like the ANDE- 
AN Pact and MERCOSUR, as well as individual countries. 

Shame on us if we don’t take advantage of this market share we 
have now and continue to work with our Latin American neighbors. 
By proximity and proclivity, they want to work with the United 
States. That is why fast track is so critical to maintain this mo- 
mentum we have in Latin America today. 

This shows that the low-income developing populations are grow- 
ing faster. Look at the labor forces. They are growing faster as 
well. 

Asia, Latin America, and former Communist countries will lead 
the world’s gjrowth. That just emphasizes the issues we are talking 
about today in terms of fast track and working on new agreements. 

Finally, I have cited some of the numbers. This shows up to 
2010. Look at Latin America, including Mexico, Asia outside of 
Japan. Look at the growth and look where they will stand in terms 
of U.S. dollar volume. 

We will have by the year 2010 about $1.2 trillion in exports. 
That is a stunning figure. By the way, in 1948 we had $38 million 
in exports. This $1,2 trillion, over one-half will be in those two 
areas alone. The rest of the world — Japan, the European Union — 
will grow very slowly. Important areas, nonetheless, but slowly. 

This is where the opportunity is, and that is why fast track is 
so critical to our future. I thank you for your attention. I hope that 
we can work closely together as we move toward a fast track agree- 
ment in this Congress. 

[The prepared statement follows:] 
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Introduction 

Mr. Chairman, it is a pleasure to appear here today to discuss the opportunities and 
responsibilities we face in the coming years in trade policy. We have a unique opportunity to 
work together to build on the historic accomplishments President Clinton, with bipartisan 
support in Congress, has already made in trade. 

In just over two years. President Clinton and his administration, with bipartisan support in 
Congress, advanced and then ensured the passage of the North American Free Trade 
Agreement; set our negotiations with Japan on a new course under the Framework 
Agreement and are now working diligently to open Japan’s closed autos and auto parts 
market; concluded and obtained approval of the broadest trade agreement in history, the 
Uruguay Round; set the stage for trade expansion in Asia through the Asia Pacific Economic 
Cooperation forum with the Bogor Declaration; and announced creation of a Free Trade Area 
of the Americas by 2005 at the historic Summit of the Americas. We concluded the largest 
procurement agreement in history with the European Union, 14 agreements with Japan, an 
agreement covering 80 percent of global shipbuilding, and an historic intellectual property 
rights agreement with China. In addition, his Administration completed scores of other 
bilateral trade agreements, including textile agreements. 

It is important that we don’t rest on our laurels, however. We must move forward in the 
effort to open markets and expand trade, especially in Latin America. This is a critical part 
of the effort to create jobs and raise standards of living in the United States, foster growth, 
and build global stability. Today, I want to talk about how important this is to the country as 
we approach a new century; and the importance of working together to establish an effective 
fast track procedure that ensures we can negotiate and implement trade agreements that fully 
benefit American workers and companies. 

It is important to first emphasize the importance of trade to our fumre prosperity. President 
Clinton’s trade policy is part of an economic strategy to keep the American dream alive as 
we move into the 21st century. President Clinton understands that future prosperity in the 
United States depends on our ability to compete and win in the global economy. He has 
based his trade policy on three basic truths about the era in which we live. 

1) Trade is increasingly important to the U.S. economy. 

Where our economy was once largely self contained, now we are increasingly interdependent 
with the rest of the world. This change began decades ago, but has accelerated in recent 
years. Twenty-seven percent of our economy is now dependent on trade. 

This global economy offers tremendous opportunities for American workers. Over 11 million 
workers in this country owe their jobs to exports. These jobs pay higher wages, on average, 
than jobs not related to trade. Every billion dollars of exports supports 17,000 jobs. Clearly, 
expanding trade is critical to our effort to create good, high- wage jobs. 

The United Slates has a mature economy and we have only four percent of the world’s 
population. Future opportunities for growth here at home lie in providing goods and services 
to the other 96 percent. Given this fact, opening markets, expanding trade and enforcing our 
trade agreements are more important than ever to fostering growth here at home. 

2) Trade is increasingly central to our foreign policy. 

With the end of the Cold War, and the growing importance of trade to our economy, 
economic concerns are now as evident in our foreign policy as strategic, or political 
concerns. 
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After World War II and during the Cold War. the United States used trade policy as pan of 
the strategy to help rebuild the economies of Europe and Japan and resist communist 
expansionism. We led the world in global efforts to dismantle trade barriers and create 
institutions that would foster global growth. 

During that period, we often opened our market to the products of the world without 
obtaining comparable commitments from others. As the dominant economic power in the 
world, we could afford to do so. And as part of a strategy in the Cold War, we needed to do 

so. 

Despite the uneven commitments, the resulting expansion of trade fueled growth, stability 
and ultimately proved to be the winning card in the Cold War. But now we are no longer the 
sole dominant economic power in the world. We are the world’s largest economy - and 
largest trading nation -- but our economy, which represented 40 percent of the world’s output 
following World War II. now represents 20 percent. 

Although we welcome the products, services and investment of other nations here in the 
United States, now we insist that the markets of our trading partners be open to the products, 
services and investment of the United States. We insist on reciprocity in our trade 
agreements. 

In addition, it is critical to fostering global stability that we expand economic ties with other 
countries. Fostering growth in other countries through expanded trade is in our interest 
because it builds the middle class and helps democracies take root. 

3) Our nation economic strength begins at home. 

Trade negotiations and trade agreements open new opportunities for American workers and 
firms. All of us. in turn, must accept the responsibility to make the most of those 
opportunities. And government - at the local, state, and federal level -- must work as a 
partner with the American people to give them the tools to prosper in the new economy. 
Getting our own domestic policies in order, expanding education, and investing in the future 
has taken on a new urgency as we compete in the global economy. 

American workers compete against highly educated, high-wage workers in other countries as 
well as low-skill, low-wage workers. We must make sure everyone achieves their full 
potential. 

Together, President Clinton and the bipartisan coalition in Congress have ensured American 
leadership in the global economy. We have opened doors of opportunity that have led and 
will continue to lead to the creation of jobs. Our efforts to open markets and expand trade 
will particularly benefit small and medium sized businesses, who often lack the means or 
resources to overcome foreign obstacles to trade. Despite the temptation to turn inward and 
cut ourselves off from the world, the United States has renewed its commitment to remain 
engaged in the world and continue the U.S. leadership role in the global economy. 

Fast Track 

Our trade agenda is now entering a new phase. Wc must get down to the hard work of 
reaping the benefits of those trade agreements that we have negotiated over the past two 
years for the good of U.S. workers and companies. We must forge new agreements to 
continue to reduce trade barriers to U.S. exports and expand economic opportunity here. To 
do that the President and the Congress will need to work in close partnership. Essential to 
that partnership - and to opening foreign markets for American goods and services - is a 
renewal of trade negotiating authority in fast track. 

Mr. Chairman, there are strong reasons why the Congress created fast-track - and then 
renewed and extended it over the past 20 years. And why Congress has made fast track 
procedures available for both E>emocratic and Republican Presidents. First, fast track 
confers a very powerful advantage on America’s trade negotiators. Just consider the 
astonishing list of trade-opening agreements we negotiated under fast track during the past 
two decades - including the GATT Tokyo Round, our free-trade pacts with Israel and 
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Canada, the NAFTA, and, most recently, the Uruguay Round agreements. Fast track was 
vital to each one of those accomplishments. I can tell you first hand that we simply could 
not have brought home the Uruguay Round agreement or the NAFTA if 1 did not have the 
fast-track to rely on. 

Fast-track allows the United States to set the pace and liming of our most trade important 
negotiations. More importantly, fast-track gives us credibility and clout at the negotiating 
table. It tells other countries that the Administration and the Congress stand together in 
negotiating the best possible agreement for the United States. That means American 
negotiators can make tough demands, and our negotiating partners know that Congress will 
back up those demands. And it allows our trading partners to make hard decisions with the 
assurance that the United States will not reopen the deal it strikes. 

Fast track isn’t just a vital negotiating tool. It provides important, indirect trade advantages 
as well. Fast track sends a powerful signal to those countries hoping for special trade 
arrangements with us. It says that the Congress and the Administration are serious about 
moving forward. That creates a strong incentive for countries to make unilateral economic 
reforms and market openings -- Just to qualify for free and fair trade negotiations with us. 

We can already see the power of this incentive in Latin America, where numerous countries 
are reforming their economies and lowering trade barriers based in part on the hope of 
entering into a free and fair trade arrangement with us. 

Conversely, if we fail to renew fast-track — and thus signal that America’s trade agenda is 
"on hold" -- countries in the region are likely to procrastinate in making the changes we 
seek. Moreover, other countries that are prepared to negotiate will set the terms of 
integration in the region -- terms that are not likely to coincide with U.S. objectives or 
standards of fair trade. 

Holding out the possibility of privileged access to the U.S. market acts as a powerful 
"carrot," which complements the "stick" of U.S. trade remedies. That gives the President, 
working with bipartisan leadership in the Congress, the full array of economic policy tools to 
further this nation’s trade interests. 

Mr. Chairman, you know just how much importance I attach to our trade laws. I have not 
been reluctant to enforce those laws when other countries have unfairly closed their markets 
to our workers and companies. Our trade laws are very important tools to open those 
markets and level the playing field. To fully benefit American workers and promote 
economic growth, we must complement use of our trade laws with the economic 
oppormnities created by trade-opening agreements such as the Uruguay Round and the 
NAFTA. Agreements fostered by fast track authority mean hundreds of thousands of high- 
wage, high-skilled jobs for Americans across this country. Fast-track renewal is critical if 
we want to continue expanding economic and job growth in this country by opening key 
foreign markets for our firms and workers. 

In sum, fast-track represents a joint undertaking by the President and Congress to accomplish 
the best possible results for the United States in international trade negotiations. That is why 
Congress has provided fast-track procedures for every President over two decades - and why 
fast track has always enjoyed wide bipartisan support. 

Fast track is also an issue that has united the Congress and the Executive Branch. Fast track 
creates a partnership establishing a clear channel for the Congress to be consulted, make its 
voice heard, and have its specific concerns addressed both before and after negotiations get 
underway. And fast track ensures that the Administration and the Congress draft 
implementing legislation together. 

Mr. Chairman, I would like to note that trade policy has become much more complex in the 
last fifteen years. When the GATT was founded after World War II, it began with lowering 
tariffs. Later, we began to address non-tariff barriers. In the Uruguay Round, we established 
rules for agriculture, services and protecting intellectual property for the first time. This 
fifty-year record of tariff reductions and trade rules have sparked tremendous 
interdependence among nations. The prosperity of the United States, as well as many 
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countries around the globe is now increasingly dependent on fostering free and fair trade. 

Our focus on non- tariff barriers has now led to issues that have been considered "out of 
bounds" because they address a nation’s internal policies, not at the border. We look at these 
policies because they distort or inhibit trade. These policies include, but are not limited to, 
a nation’s actions - or inactions - regarding anticompetitive business practices; lack of 
regulatory transparency; corrupt practices such as bribery; environmental protection; and 
adherence to internationally recognized labor standards. In addition, there is a clear need, as 
demonstrated by the creation of the Committee on Trade and Environment in the WTO. to 
clarify the relationship between trade disciplines and environmental policies. 

President Clinton has long understood the importance of these issues and firmly believes we 
must move forward in addressing them. As a candidate, he spoke at North Carolina State 
University to endorse the NAFTA, but insisted that we negotiate agreements on labor and 
environment as they intersect and interact with trade. As President, he has spoken frequently 
on these issues and worked hard to address them with our trading panne rs. President 
Clinton understands that this is an important part of working towards more open markets, 
fostering global growth and maintaining U.S. leadership in the global economy. 

At the historic Summit of the Americas last December, the nations of this hemisphere agreed 
to recognized the link between trade and the environment, as well as trade and improving 
working conditions. The Declaration of Principles says, "Free trade and increased economic 
integration are key factors for raising standards of living, improving the working conditions 
of people in the Americas and better protecting the environment." In the Plan of Action, the 
34 heads of state pledged to make trade and environment mutually supportive, and to 
"further secure the observance and promotion of worker rights." 

We should view the current debate over whether fast track should include labor and 
environment in this context. We are beginning to reach international consensus on the 
importance of addressing these issues. 

There are, of course, differences of opinion in the Congress about the relationship of trade 
and labor and the environment. This is a very difficult issue both substantively and 
politically. However, we should not run away from this challenge: we should seek to find a 
solution that enjoys broad bipartisan support. 

The President needs to have the flexibility to act to take quick advantage of opportunities to 
conclude agreements that will benefit American companies and workers. The President -- as 
well as future administrations — should have the fre^om and flexibility to address whatever 
issues that arise in trade negotiations. Thus, to ensure the President can seize the tremendous 
opportunities in the global economy, we need to have fast track, reflecting our trade 
priorities in several areas: 

Extended Uruguay Round Negotiations. We are poised to move forward within the next 
year to complete extended negotiations, as called for in the Uruguay Round agreements that 
the Congress approved last year. For example, we now have talks underway in the WTO to 
open markets around the world in financial services and basic telecommunications services. 
Agreements in those two dynamic sectors could be of tremendous benefits to our firms and 
workers. We also expect to negotiate a further lowering of trade barriers in the agriculture 
sector, where the United States leads the world; in invesunent; and to establish new, 
universally applicable rules of origin to streamline customs procedures world-wide. Congress 
can improve our chances of success in each of these areas by renewing fast track for these 
talks. 

In addition, we should begin to study areas in which we can progressively expand economic 
ties and remove trade barriers with the European Union, already our largest trading partner. 

Latin America. An issue of great importance for this administration is to build on the 
commitments of the Summit of the Americas and expand trade in this hemisphere. Allow me 
to explain why the U.S. must move forward with concrete action to expand trade and 
negotiate trade agreements in the Western Hemisphere and why we seek fast track to do so. 
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The history of our economic relations with Latin America and the Caribbean was based for 
much of the last 20 years on a preoccupation with official development assistance and other 
politically driven initiatives in our effort to encourage democracy. Many countries in the 
were non-democratic regimes. The region was viewed as devoid of market based competitive 
economic policies or significant opportunity. Not surprisingly, our trade with the region was 
viewed as having little promise. U.S. trade policy towards the region was focused almost 
entirely on a limited set of issues with only a few countries in South America and on tariff 
preferences for sub-regional groups. 

This old thinking has been buried in recent years by a revolution in economic policy coupled 
with a dramatic strengthening of democracy. This Administration, or any astute observer of 
this hemisphere, does not believe this region should be ignored. Accordingly, numerous 
initiatives to strengthen ties in the hemisphere have been launched or strengthened. 

We have an historic opportunity now to take major steps toward hemispheric prosperity - 
and expand U.S. economic opportunities. Strengthening the economic ties among the nations 
of the Americas will cement recent economic reforms, foster growth, build the middle 
classes and strengthen democracy. This is not time to sit back and hope for the best, or lose 
sight of the need to act on our hemispheric objectives. There will inevitably be some 
difficulties as we proceed, but to not proceed will only increase the prospect of the U.S. 
losing out on substantial economic oppormnity and the chances of having to face unnecessary 
economic turbulence. 

The Summit of the Americas was a watershed in hemispheric relations. It placed the United 
States squarely in the center of the hemisphere's economic integration and renewed our 
leadership position. Our economic fortunes, and our leadership in this hemisphere, however, 
will be determined in large part by the success we have in implementing the Summit trade 
and integration action plan. This Administration is determined to move forward to begin 
building the Free Trade Area of the Americas (FTAA). The negotiation of Chile’s accession 
to the NAFTA is a necessary strategic step in this endeavor. If we are not able to complete 
Chile’s accession to the NAFTA expeditiously, others in the Hemisphere will ask if we are 
able to lead the hemisphere’s integration and market opening. 

The absence of a timely Congressional fast-track procedure to review and implement 
comprehensive trade agreements will: 

• undermine the U.S. ability to open vibrant new and growing markets in the 
hemisphere and significantly influence the critical initial stages of the FTAA process; 

• cripple our ability to build more fairness and openness into the hemisphere’s trade 
regimes; 

• weaken the hemispheric commitment to market based economic policies and open 
economies; and 

• most importantly harm our ability to increase the higher paying U.S. job base that 
results from the expansion of U.S. trade and the stimulation of investment. 

This is an issue on which the Administration and Congress should come together for the 
national economic interests. 

Lei’s consider what is at slake from an economic standpoint for the United States: 

• Latin America and the Caribbean is now the second fastest growing region in the 
world; 

• U.S. exports to this region exploded from nearly $31 billion in 1985 to nearly $93 
billion in 1994, supporting over 600,000 new U.S. jobs; 


U.S. exports to Latin America, including Mexico, increased 71 percent from 1990 to 
1994; 
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• U.S. exports to Latin America and the Caribbean now approximate our exports to the 
European Union (E.U.). If trends continue, U.S. exports may reach $232 billion by 
2010, greater than our combined exports to the E.U. and Japan; 

• Latin Americans spend an average of 40 cents of every dollar spent on trade on U.S. 
goods. We supply over 70 percent of some Latin countries’ imports and often three 
to four times as much as a country’s next largest trading partner: and 

• U.S. exports of capital goods, which account for over half of U.S. exports to Latin 
America and the Caribbean, in just the 1992 to 1994 period increased dramatically. 
For example: 

- electrical machinery exports increased from $6.8 billion to $9.7 billion, or 42 
percent; and 

’ office machines and computer equipment increased from $3.4 billion to $5 billion, 
or 47 percent. 

We must also bear in mind that the region is not waiting for us. The world recognizes the 
new vibrancy of this region. The region is embarked on its own agenda, easily the most 
active of any developing region in the world. The E.U. is seeking preferential trade 
agreements with the Southern Common Market (Argentina, Brazil, Paraguay and Uruguay) - 
which comprises over half the economic output of Latin America - and others that have the 
potential to leave U.S. exporters, investors and service providers at a relative disadvantage. 
The average tariff in the region is still four times the U.S. average. It is in our interest to 
undertake efforts to gain tariff free access to these important markets as our competitors are 
doing while U.S. exporters continue to face significant tariffs. 

The competition to seek out new economic and trade opportunities must be faced with a 
decisive commitment to comprehensively open markets on the basis of reciprocity in this 
hemisphere. The constant search for new economic opportunity is something this country 
was built on, but one that has taken on ever more challenging dimensions in this hemisphere. 

The first critical step is Chile’s accession to the NAFTA. It is important for the United 
States to forge a partnership with the leader of economic reform in Latin America and its 
most dynamic economy over the last 10 years. Chile is one of our fastest growing expon 
markets in Latin America. U.S. exports have grown from $682 million in 1985 to $2.8 
billion in 1994 -- quadrupling. We ran a trade surplus with Chile of nearly $1 billion in 
1994. Since 1985, Chile’s economy has grown at an average rale of six percent rivaling the 
dynamic Pacific Rim economies. In the first quarter of this year Chile’s economic growth 
has been 7.4 percent and has shown declining single digit inflation. Chile is an economy that 
has thrived on increased trade and investment and on prudent growth- sustaining economic 
policies. 

Chile is not just a symbol of reform, but an activist in opening markets, having negotiated 
free-trade areas with Venezuela, Colombia, Ecuador and Mexico. It is pursuing an 
agreement with the Southern Common Market and has proposed a free-trade area with the 
E.U. Chile was the first developing country to bind all its tariffs in the GATT during the 
Tokyo Round, was an active player in the Uruguay Round, and is a new member of APEC. 

Chile’s accession to the NAFTA is its number one trade priority. Two successive Presidents 
have committed the United Slates to the pursuit of a free trade area with Chile. On 
December U, 1994 in Miami the President, along with the leaders of Chile, Mexico and 
Canada, committed to pursue Chile’s accession to the NAFTA in what is viewed in the 
region as a near term lest of the U.S. commitment to trade and economic integration in the 
hemisphere. Ensuring that happens will encourage similar economic and trade policies 
through this hemisphere - a goal we can all view as enormously beneficial to our economic 
future. 

For the United States, Chile’s accession to the NAFTA, because it will need to address a 
comprehensive set of U.S. inspired disciplines, is the most important concrete step we can 
now take to ensure we are shaping the trade and integration effort in Latin America in a 
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realm of fast-moving and competing trade agreement paradigms. Chile, the region, and our 
European and Asian partners, are measuring the U.S. commitment to lead. 


Asia 

Finally, it is important to build on the Bogor Declaration, the commitment by the Asia 
Pacific nations to eliminate barriers to trade by 2010 or 2020, depending on each country’s 
level of development. 

The Asia Pacific region is critical to future U.S. prospects for trade expansion. It has the 
fastest growth in the world - three times the rate of the established industrial countries. Over 
the past three decades, Asia’s share of the world’s GDP has grown from eight percent to 
more than 25 percent. By the year 2000, if current trends continue, the East Asian economies 
will form the largest market in the world, surpassing Western Europe and North America. 

This growth has led to an explosion of trade with the United States. East Asia is the number 
one export market for U.S. products. US merchandise exports to Asia have grown nearly 60 
percent over the last five years. U.S. trans-Pacific trade was 50 percent more than our trans- 
Atlantic trade in 1992. Our exports to Asia account for over two million jobs in the United 
States. One projection shows that Asia, excluding Japan, will be our largest export market by 
the year 2010, amounting to $248 billion. 

Following the APEC summit last year, APEC leaders directed ministers to develop a plan for 
implementing the Bogor Declaration. Work is underway to develop an APEC Action Agenda 
for consideration at the next Leader’s meeting in Osaka, Japan, in November. All APEC 
members are working constructively and pragmatically to prepare this agenda, to define 
issues fro APEC work, and to outline the business facilitation, cooperation and liberalization 
steps APEC should take to implement this important goal. The Osaka meeting also will be a 
critical next step to realizing the Seattle Summit’s vision of an Asia-Pacific Community of 
nations which ensures U.S. presence in the region’s economy in the future. 

Conclusion 

Mr. Chairman, President Clinton, with the support of a bipartisan coalition in Congress, is 
doing everything possible to raise standards of living and improve the lives of working 
Americans as they compete in the new economy. Together, we must continue to fight to open 
markets and expand trade, because it will foster new opportunities for working Americans, 
create jobs and raise standards of living. 

The President put it best in a speech last November: "The center, the heart of our economic 
policy must be an unbreakable link between what we do to open the global marketplace and 
what we do to empower American workers to deal with that marketplace." 

Americans need not hide behind their fears, but must boldly build a new country of peace, 
growing prosperity, and economic security. I look forward to working with you to achieve 
that goal. Thank you very much. 



150 


Mr. Dreier. Thank you very much, Mr. Ambassador. That is 
very helpful testimony. 

As you were standing at the charts, I couldn’t help but think of 
that horrible Wall Street Journal front page story that was written 
about you at the very beginning of this aaministration sa 3 dng that 
they didn't think that you would be able to handle this issue. You 
have obviously done an extraordinary job, and we are very im- 
pressed with so much of your work. 

I would like to begin oy raising one of those areas of disagree- 
ment that we have. 

Last year, I had the privilege of participating in what was the 
first bipartisan, Oxford-style debate that we had on the House 
floor. Mr. Thomas had participated in the health debate. Other 
Members participated in the three Oxford-style debates that we 
had. The one that I participated in focused on the issue of trade 
and human rights, and it was interesting because a number of peo- 
ple in the Clinton administration helped us with information on 
this because we were making the case that President Clinton con- 
sistently makes about the need to improve human rights in China 
through exposure to Western values. The byproduct of that is that 
we would improve living standards. 

We know that the areas of worker rights and environment are 
priorities for ev^one. We all desperately want to improve those. 
But I have a difficult time reconciling the argument that I share 
with you and President Clinton on utilizing greater trade to im- 
prove the human rights situation in China and, at the same time, 
trying, through the fast track procedure, to deal with the issues of 
worker rights and environmental standards with constraints, 
strings attached. I just would like, Mr. Ambassador, to have you 
comment on the disparity there and try to explain how we can pos- 
sibly reconcile that. 

Ambassador Kantor. We believe we can. The President has ad- 
vocated addressing these issues where they have a direct connec- 
tion and nexus with trade, bemnning as early as October 4, 1992, 
at Raleigh, N.C., when he endorsed the NAFTA in a speech there 
during the campaign when he was still Governor of Arkansas, as 
you may recall. 

Let me make a couple of comments about what you said. 

First of all, I don’t disagree with everything you said. I think we 
have to, first of all, indicate there is certainly a separation between 
human rights and worker rights, and I will come back to that. 

Second, we agree, with regard to MFN to China, the President 
separated, in a very courageous decision supported by the Congress 
of United States, trade from human rights concerns. 

We believe in full and complete engagement with China. We be- 
lieve the best way to gain more and more liberalization, more and 
more democracy in China is not to disengage but to engage on both 
the economic front, on the human rights front, and on trie prolifera- 
tion front, but not connected together in a way that would lead to 
a process where we would not have the influence that we have 
been able to exhibit. 

The intellectual property rights agreement, which we reached, 
led by Ambassador Barshefsky, who is sitting behind me, who did 
a marvelous job with our team — there was Lee Sands, Deborah 
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Lehr, Tom Robertson, Kathy Field, and others, is an example of 
what you can do. 

In that aCTeement there is liberalization of the Chinese courts. 
The rule of law is respected. We open up those courts in economic 
matters. It is only the next leap into other matters as well. So we 
think we are making progress. So, on that, we would agree. 

Just a bit of history. The Treaty of Versailles in 1919 recognized 
the nexus between trade and worker rights. That was again reiter- 
ated in the Havana Charter, which was the forerunner, of course, 
to the GATT in 1947. Along the way, this was lost in the GATT 
over the fight in the U.S. Congress. 

Starting with President Eisenhower in 1953, every President, Re- 
publican or Democratic, regardless of ideology, regardless of party, 
has supported taking up the case of the nexus between worker 
rights, internationally recognized standards and trade. 

Now, let me explain what we mean by that, because sometimes 
I think we don’t ei^lain it in enough detail. I am sorry to go on 
so long, but it is so important. 

We are talking about child labor, slave labor, prison labor, free- 
dom of association, the right to collectively bargain, and working 
conditions. In fact, many U.S. laws, including GSP, Generalized 
System of Preferences, in section 301, already recognize the nexus 
between trade and those issues. So, therefore, it is not such a great 
leap to say in future trade agreements we should effectively ad- 
dress those issues in order to make sure U.S. companies are not 
put at an unfair advantage. 

Comparative advantage, leptimately exercised, is appropriate 
and proper in trade. Not legitimately exercised — ^for instance, the 
use of child labor, prison labor, slave labor — these are examples of 
things that we should oppose and that we should insist be out- 
lawed in trade agreements. I think there is very little controversy 
over that, althou^ you may want to take issue with that, Mr. 
Chairman. 

The fact is that whether it is environmental rights, now recogniz- 
ing that within the World Trade Organization — we have a Trade 
Environment Committee, we have an environmental side agree- 
ment to Ae NAFTA, which the Coiwess passed; a labor side 
agreement to the NAPTA, which the Congress passed; U.S. trade 
laws, which recognize worker rights. We have gone a long way to- 
ward recognizing how important these are to keep U.S. businesses 
co^etitive and our workers from being disadvantaged. 

That is what we are trying to accomplish. We don’t believe this 
needs to go over into the field of human rights and not have an 
economic or trade context. 

Mr. Dreier. The only problem I have is that, as you raise the 
issue of worker rights, we get right back to the China debate. It 
seems to me that as you have gone through this litany of the bene- 
fits in the United States, in Latin America, and throughout the 
world with the freer trade, which we jointly support, that improv- 
ing environmental standards and worker rights is obviously what 
is going to follow. That is why I just have a tough time with the 
idea of imposing those limitations. 

We want to move ahead, and I want to call on Chairman Crane 
at this point. 
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Chairman Crane. Thank you, Chairman Dreier. 

Ambassador Kantor, you enumerated a list of worker rights or 
worker conditions. When does child labor end? 

Ambassador Kantor. I am sorry. 

Chairman Crane. At what age does child labor end? 

Ambassador Kantor. Well, it depends on the jurisdiction, of 
course, and the country, what the various laws are. 

But I think, generally speaking, this country has stood up very 
strongly against the use of child labor of 8 year olds and 10 year 
olds working in factories in various countries around the world 
which are producing products at rates in which it is very difficult 
for the U.S. companies to compete. It is not only bad for our compa- 
nies; it is also bad for their economies if— let me just give you an 
example. 

If lads don’t go to school, if there is no level of compulsory edu- 
cation up to a certain age, if they are working in factories, they are 
not going to educate their population; therefore, create a trained 
work force; therefore, industrialize; therefore, create a middle class 
which is stability and new markets for us. 

Nothing could be more important for the United States of Amer- 
ica than to keep our companies competitive by being able to work 
on these issues which are, I think, legitimate. Everyone from Ei- 
senhower to Clinton has supported it, at the same time making 
sure we build industrial and middle-class societies around the 
world which are in new markets. Both fit together, I think, in a 
veiy consistent fashion. 

Chairman Crane. Well, if, for example, a country said, if you are 
10 or under, you are a child, and that is our law; and anyone over 
10 is not viewed as a child — or 12 — do we respect that country’s 
right to make that determination? 

Ambassador Kantor. I think the International Labor Organiza- 
tion has set certain standards in this area which are helpful. I be- 
lieve we need to harmonize up those standards. 

We are not going to solve this problem tomorrow. We are not 
going to solve them completely with trade. But what we can do is 
start to make progress. To ignore the problem of prison labor, slave 
labor, child labor 

Chairman Crane. No. I am not talking about prison and slave 
labor. I am talking about child labor. 

To put this into cmother context, historically, a child became a 
man at 12. Adolescence is a phenomenon of the 20th century, and 
it came about because we were affluent and we were in a position 
where we could educate our kids beyond age 12. They didn’t have 
to get out and start laboring. 

But I remember, in my own case, back in the thirties as a kid. 
We worked for 10 cents an hour, 10 hours a day down at the farm, 
and we were under 12 years of age. We were contributing to the 
total product. 

Now, is that, in our contemporary environment, viewed as a vio- 
lation of child labor law? 

Ambassador Kantor. Well, I think, on one hand, as a kid, I 
worked in my father’s store every summer; and I didn’t get paid 
anything, frankly. I am still angry about it. 



153 

Chairman Crane, Well, did you get an allowance, though, 
Mickey? 

Ambassador Kantor. No, I didn't even get that. Very tough 
household. Some wovdd say that is why I react the way I do today. 

The fact is — ^in a serious note, Mr. Chairman, the fact is that 
child labor, used unfairly in a noncompetitive situation, is not good 
for the countiy that is doing it nor good for the United States. We 
have laws which allow kids to work with their parents on farms 
and in other activities. Those laws — the fact is, you have to be bal- 
anced in your approach to this situation, as we were in the 
NAFTA, which you supported, we supported. We said, enforce your 
own laws. Make sure at least those minimum standards are ad- 
hered to. I believe that is a step in the right direction. 

Will it solve all the problems? Of course not. But I think at least 
it allows us to begin to harmonize up standards and keep our com- 
panies competitive. That is all we are trying to promote here. 

Chmrman Crane. Well, that is a good objective, to be sure. As 
Ben Franklin said, a good example is the best sermon. That is why 
the presence of American companies in some of these developing 
countries that are implementing standards that are above the 
norms in some of those less developed countries, I think provides 
a very positive incentive for competition within those boundaries to 
get up to speed and meet more advanced standards that we have 
achieved. 

But I am just a little concerned about the potential arbitrariness 
of a cutoff in defining what our situation ought to be with respect 
to countries that do not have the level of advancement, the oppor- 
tunities for their kids to go on to high school, to continue to, in ef- 
fect, live off their folks without having to work for a living. 

All we did down at the farm — ^we were working for our spending 
money because we never got allowances either, and you spent what 
you got or what you earned. 

Let me turn to one other issue before yielding, and that is a 
question of this fast track extension. Is that absolutely essential for 
consummating a free trade accession to Chile? 

Ambassador Kantor, Yes, sir, it is. 

Chile is one of the most impressive economies in this hemi- 
sphere. They are a strong democracy and a strong market economy. 
The year before last, they had 10 percent growth, 4 percent unem- 
ployment, a trade surplus, and a budget surplus. I am very jealous 
of those numbers. They continue to grow at a very rapid pace. 

We need to bring Chile into the NAFTA. We can only do it effec- 
tively with the fast track procedure, 

I would only observe that my Chilean counterparts have been 
very concerned that we don't have fast track authority today be- 
cause they are worried — and I think you can understand why — if 
they begin these negotiations, make certain concessions and we 
don’t get fast track authority, we will have a second negotiation 
with the U.S. Congress. I think that is a legitimate concern on 
their part, and any help we can get to work on this would be very 
helpful to Chile’s accession, as well as moving forward in Asia and 
Latin America with broader agreements. 
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Chairman Crane, I concur with your assessment, but are the ne- 
gotiations moving forward with the expectation that we will get a 
fast track extension authority? 

Ambassador Kantor. Yes, sir, they are. We have had four meet- 
ings already of experts and officials. We will have a fifth meeting 
in May. We have our first ministers meeting on June 7 in Toronto. 
We are moving rapidly forward. 

But there is concern, and lemtimate concern, on the part of Chile 
and our other counterparts, Canada and Mexico, who don't have 
the same systems that we have. So, therefore, I would only urge 
all of us, including the administration, to move as quickly as pos- 
sible. 

Chairman Crane, Well, I am glad to hear those encouraging 
words, Mr. Ambassador, The fact is that I think it is essential that 
we not only get the fast track extension but that we get the vote 
on Chilean accession, ideally no later than January or February of 
next year. 

Thank you again, Mr. Ambassador, for your testimony. 

Yield back. 

Mr. Dreier. Thank you very much, Mr. Chairman. 

To one who I am sure received an allowance, Mr. Beilenson. 

Mr. Beilenson. Thank you, Mr. Chairman. 

Mr. Ambassador, let me come back briefly, if I may, to another 
nexus upon which you touched, at least briefly, toward the end of 
your response to Mr. Dreier’s original question. That is the ques- 
tion of addressing environmental issues in the context of this re- 
newal of trade authority. 

You pointed out to us again that trade is growing most quickly 
in developing countries. I take it there is an inherent tension, as 
it were, there. I take it these are countries that haven’t, as yet, on 
the whole, paid quite so much attention to environmental as well 
as perhaps labor standard matters as some other more developed 
countries. Could you tell us a little bit about that? 

More than that, for those of us who are strong supporters of open 
and free trade but who also care very deeply and want as much as 
possible for labor and environmental questions to be included, is 
there any decent, good, or useful way of ensuring that environ- 
mental standards, for example, are included in these negotiations 
without tripping up the negotiations themselves? 

Ambassador Kantor, I will come back to it — the answer is yes, 
but I will come back with a little more lengthy explanation to your 
second question. 

In your first question, the United States has been the leader in 
promoting sustainable development around the world. We have cer- 
tainly been the leader in three administrations in promoting the 
environment as — and its nexus with trade as part of the Uruguay 
round trade agreements. 

We were not able in many ways to have a full, sustainable devel- 
opment agenda promoted in the Uru^ay round agreement, but in 
the sanitary and phytosanitary regulations, in the technical bar- 
riers to trade or standards section, we made major changes and re- 
forms which are helpful to the environment as it intersects with 
trade. 
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In addition to that, all countries unanimously, by consensus, be- 
cause of the good work of the Reagan, Bush, and Clinton adminis- 
trations, agreed to set up for the first time in history in this multi- 
lateral organization, a trade environment committee. 

We are clearly moving forward. That doesn’t mean, as I have 
said before, that we have solved every problem. Of course we 
haven’t. That doesn’t mean trade will solve every problem in the 
environment. It shouldn’t, and it can’t. But it does mean, where 
there is a nexus between the two, we should clearly, forthrightly 
address the issue and confront it directly. We are doing that in this 
administration with the help of Congress. We will continue to do 
it, I hope. 

Fast track authority in this area would be vei^ helpful. It would 
be a negative signal to the rest of the world if this Congress for 
some reason adversely addressed the issue of environment or labor 
in trade agreements because these issues, along with many other 
so-called new issues, are critical to our economic future. 

Let me pve you just one, Mr. Beilenson, at risk of going on too 
long, one bit of history. 

Ten years ago, no one thought intellectual property protection, 
investment protection, or services should be part of a trade agree- 
ment. The Tokyo round, completed in 1978 and 1979, was merely 
a tariff a^eement with a little bit of nontariff barriers addressed, 
as Mr. Gibbons knows so well. 

We have now recognized that expanding trade, opening markets, 
is dependent upon a whole host of concerns, many of which we are 
addressing here today, which would not have been conceived 3 or 
4 years ago. 

Mr. Beilenson. Thank you, Mr. Chairman. 

Mr. Dreier. Mr. Thomas. 

Mr. Thomas. Thank you very much, Mr. Chairman. 

Mr. Ambassador, I, too, want to congratulate in a general sense 
the effort of this administration and, in so doing, congratulate the 
earlier administrations which happened to be of a different party 
in terms of the uniformness in which we have tried to handle the 
question of trade. 

Notwithstanding our failure to restructure our executive branch 
in a way that allowed us to have the horsepower and the coordina- 
tion other nations have in the area of trade, I think across several 
administrations, all of the ambassadors have done an outstanding 
job with very few personnel vis-a-vis most of our other agencies in 
the government, and you continue to do an excellent job with what 
I think are too few people focused on a very critical area. 

Just briefly — because I don’t want to enter into a dialog on it — 
I agree with you generally that the question of the environment 
and worker rights has a nexus in terms of their focus on economic 
and trade issues. What concerns me is that, more recently, what 
I have seen as arguments on workers’ rights tend not to be so 
much for underscoring the international agreements that I think 
all of us would agree with in terms of fundamentals — the slave 
labor, prison labor, and the rest — ^but appear to me to be more and 
more actually the reverse of what their proponents would hope peo- 

E le would think they were. Frankly, I think a number of them have 
een protectionist. 
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In the ai^gument that you have to elevate workers in other coun- 
tries to standards in the United States and if you don’t do it, we 
don’t have an agreement with them and we don’t move forward on 
opening up trade between the countries, on the one hand, you could 
certainly argue the higher sense that this is to try to elevate the 
workers’ conditions in other countries, but what I have noticed in 
terms of who the proponents are and the way in which it is pre- 
sented, I believe that there is far more to the agenda than just 
that. 

I do want to compliment this administration for continuing to try 
to keep it to its bare essentials as it relates to trade. 

In terms of your charts and the importance of Latin and South 
America, I a^ee with you. We were heavily involved in the United 
States-Israeli one because it was first, and we wanted to try to get 
it right. We, obviously, have run into problems because it was first 
and we aCTeed to quota reductions. Now, with the Uruguay round, 
you can “tariffy^ quotas and they are now trying to reopen an 
agreement that is 10 years old and was supposed to move forward. 

We have some of those problems with Canada as well. I was very 
much concerned and involved with the United States-Canada 
agreement, in part because of the products and location of the 
country. That led to NAFTA. I was very pleased with the adminis- 
tration’s movement toward trying to create a North American Free 
Trade AOTeement. 

What bothers me now is that we are talking about moving into 
the Latin and South American area with far more aggressiveness, 
with all the focus on Chile. 

I have to tell you that representing California and the role that 
especially agriculture plays, not only in terms of the economy of the 
United States — and people forget about us until something like let- 
tuce disappears from the marketplace and all of a sudden we be- 
come focused on the bags of baby carrots that people now consume 
in terms of the value added of that product and the enormous in- 
crease in consumption, or the fact that almonds are one-third of 1 
billion dollars’ worth of our balance of payment question with the 
European Union. 

I could go on and on, but the one that I want to focus on, just 
as an example of the concern I have in the complexity of creating 
an expanded market here in North and South America, is a ques- 
tion of why? 

It doesn’t make a lot of sense to me to have a treaty between the 
United States and Mexico, and Mexico has a treaty between Mexico 
and Chile, and we are going to enter into an agreement with Chile, 
which perhaps would provide a tariff structure between Chile and 
the United States, all three of which put producers of mine at a 
disadvantage in the marketplace in literally all three countries. 
That is not my idea of a reasonable trade agreement. 

When you throw in the fact that the Mexicans are not even hon- 
oring the areas of agreement in the area of phytosanitary, that 
they are putting up phony arguments for moving our stoned fruit 
products, for example, across the border, when in fact they are at- 
tempting a political ploy, I have to kind of underscore the fact, Mr. 
Ambassador, that I am a strong supporter of the direction that you 
are going but that, at some point, we have to go back and revisit 
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what we thought we had as an aCTeement. That if it isn’t there, 

I am not anxious to go forward, and that you know and understand 
the concerns that we have and that other people have to under- 
stand that if it isn’t the way we thought it was, we are not going 
to go forward. 

Ambassador Kantor. Let me respond to that. 

No. 1, amculture is a critical export product. We are going to ex- 
ceed, for me first time in American history, $50 billion in exports 
in agriculture this year. Obviously, the State of California is one 
of the most important agricultural exporting entities in the world. 

Our agreements with Canada and Israel, I will only remark 
quickly, require them to get rid of tariffs in the agricultural sector. 
We went to tariffication on tariffs in the Uruguay round. We will 
insist they adhere to those agreements. 

No. 2, as far as Chile, Mexico, and the United States are con- 
cerned — somebody is going to go out and write that I have criti- 
cized the Bush administration. I have not. 'This agreement was 
signed on December 17, 1992, but there is an acceleration clause 
in that agreement that was well done and well negotiated. 

We have asked Mexico to negotiate an acceleration and lowering 
of tariffs on wine to put us on an equal footing with Chile in the 
Mexican market. The Mexican Government has refused so far. 

We have made it clear, absolutely clear, as we begin the sugges- 
tions over Chile’s negotiations, that we are going to address this 
issue in all three markets — ^not only as to wine but as to agricul- 
tural products. That is very high on our agenda. 

We will work with you and, obviously, other Members of the Con- 
gress, Republican and Democrat. Nothing could be more important. 
This doesn’t mean we want to be unfair to Chile or Mexico. It 
means we want to be treated fairly; and in certain areas like wine, 
we are not. So, therefore, I couldn’t agree more with you. 

Mr. Thomas. Thank you for your response, Mr. Ambassador. 

Thank you, Mr. Chairman. 

Mr. Dreier. Mr. Gibbons. 

Mr. Gibbons. Thank you, Mr. Chairman. 

I was sitting here reflecting about my experience on this panel 
over these long years and the progress we have made. When I 
looked at your first chart, I realized that imports and emorts of the 
United Stetes when I first started were less than $50 billion com- 
bined and we are now up to over $1 trillion. I would have to say 
that we have made great progress. 

Let me say about your penormance, I have observed many peo- 
ple in your office; and I think you have as good a concept oi what 
the strategy ought to be as I have ever heard. Your presentation 
today with these charts represents your actual strategy. You are 
right on track, and you are out ahead of most people in your think- 
ing. Because the great markets of the world are those that are still 
undeveloped and will develop. We ought to spend our time and our 
energy in going after these markets and expanding ovur presence in 
them. That is where our opportunity lies. 

As far as fast track is concerned, we simply have got to recognize 
that, as Americans, we have a far different system of government 
than everybody else on Earth. While we are only 5 percent of the 
population, we have got to make the kind of changes in our govern- 
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ment that allow us to get out and compete with the rest of the 
Earth. 

Fast track is certainly that kind of a process. I was here when 
it was developed. We came about it in a rather circuitous manner; 
but there is no way we can conduct negotiations with the rest of 
the Earth unless we have fast track. 

It is so clear and so simple. Nobody is going to negotiate with us 
unless we are prepared to negotiate from a framework which they 
understand, and uiey don’t understand our mvemment and they 
don’t understand the necessity for coming bacK and having to nego- 
tiate again with Congress and the impossibility of negotiating with 
Congress because we represent 435 different constituencies, rather 
than a unified public policy. 

Fast track works. It is an appropriate adaptation of our Constitu- 
tion and our practices to deal with the rest of the world in trade 
negotiations. We must, as Americans, recognize that fast track is 
in our best interest, and is not some encroachment upon the Con- 
stitution. 

Now, we hear discussion about the environment and about labor 
rights. I think you are on the right track. We are burying our 
heads in the sand if we don’t admit that these are issues that must 
be addressed. I don’t think they ought to drive our trade negotia- 
tions, but they have to be a component part of these negotiations. 
I think, Mr. Ksuitor, you have handled these issues very well. 

We are in an era of change, not dramatic change, but it is an im- 
portant change and environment and labor ri^ts are an important 
part of this process. As you pointed out, we can be at an economic 
disadvantage if we don’t recognize that a country with inadequate 
environmental laws has an economic competitive advantage on us, 
and a country with terrible human rights and inadequate labor 
laws has an advantage on us. So you are on the right track. K^ep 
going in the direction you have started. 

You may wish to react to what I have said, but I don’t really 
have a question for you. I just want to commend you for what you 
are doing. It is excellent, 

Mr. KANTOR. Thank you, Mr. Gibbons. I appreciate that very 
much. 

Mr. Dreier. Mr. Ramstad. 

Mr. Ramstad. Thank you very much, Mr. Chairman. 

Mr. Ambassador, certainly there is enough empirical data to con- 
clude that trade agreements increase economic growth and there- 
fore revenues to the government. However, we must, obviously, op- 
erate within the parameters of PAY-GO rules. I would like to ask 
you, Mr. Ambassador, have most of the nontrade provisions in- 
cluded in the trade bills been added to comply with PAY-GO rules? 

Ambassador Kantor. There have been a lot. I don’t know if I 
would say most because I haven’t counted them, but there have 
been a lot because we have had to comply, and that is because we 
want to maintain budget discipline. I think that is generally ac- 
cepted both in the administration and here in the Congress. 

We are living in an era, properly so, where budget discipline is 
critical. It is important to our economy. It is important to build 
credibility with the American people. It is important with these 
trade agreements. We want the American public to support what 



159 


we are doing because we are working for them and in their inter- 
ests, and to the extent we maintain that discipline and adhere to 
PAY“GO rules, I think we help that. 

Mr. Ramstad. I guess what I am really getting at, Mr. Ambas- 
sador, in your judgment should the PAY— GO rules be changed so 
that they more accurately project the impact on Federal revenue of 
trade bills, the d 3 rnamic nature of trade bills? In other words, 
should the scoring account for the increased economic growth that 
is spurred by more free international commerce? 

Ambassador Kantor. The answer is the administration would 
not support a change in those rules. We believe that they are prop- 
erly drmted. They create the kind of discipline I was talking about. 
We think it is important to continue to reduce the deficit as this 
President has over 27 months. It is half what it was when we ar- 
rived in Washington. 

We worked with the Congress on that issue, and we believe that 
if we began to address it in that way in trade agreements, that 
would begin the slippery slope downward toward lack of discipline. 
We don’t think that would be appropriate at this time. 

Mr. Ramstad. So that is not under consideration by the adminis- 
tration? 

Ambassador Kantor. No, it is not. 

Mr. Ramstad. The other line of questioning was pretty much ex- 
hausted. As a cleanup hitter, that often happens, but I want to 
thank you, Mr. Ambassador, for working in a bipartisan, pragmatic 
way on these issues. It has been a privilege to work with you. I just 
wish some of that bipartisanship would permeate some of the other 
issues under the jurisdiction of the subcommittees. No reflection on 
you certainly, Mr. Ambassador. 

Thank you, Mr. Chairman. 

Mr. GffiBONS. Good suggestion. 

Mr. Dreier. Thank you very much, Mr. Ramstad. That is an ex- 
cellent su^estion, and I would like to ask, Mr. Ambassador, that 
you take that back to some of your colleagues within the adminis- 
tration. 

Now, I would like to call on the disting^shed ranking minority 
member of the Trade Subcommittee, my friend from New York, Mr. 
Rangel. 

Mr. Rangel. Well, I would like to take this opportunity, Mr. 
Chairman, to be as bipartisan as we can ever be under the cir- 
cumstances in which we have had our hearings in the past. I would 
also ask unanimous consent to allow my opening statement to be 
placed in the record. 

Mr. Dreier. Without objection. 

[The prepared statement follows:] 
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STATEMENT OF 

CONGRESSMAN CHARLES B. RANGEL 
HEARING ON FAST-TRACK 
TRADE AGREEMENT AUTHORITY 
MAY 17, 1995 


I would like to welcome Ambassador Kantor and the other 
witnesses to today's hearings. Ambassador Kantor has compiled an 
outstanding record as United States Trade Representative. He 
will be able to speak to us authoritatively on the importance of 
fast track for negotiating and implementing complex trade 
agreements given his experience with NAFTA and the GATT 
agreements . 

It is clear from testimony we received at last week's 
hearing that, while there is fairly broad agreement on the need 
to renew fast track, there is no clear consensus on how exactly 
this should be done. I was particularly struck at the diversity 
of views last week on the issues of labor and the environment, 
and how they should be dealt with in future trade agreements . I 
look forward to hearing from Ambassador Kantor on that subject. 

As I indicated last week, the principles of broad bipartisan 
consensus and Executive -Congressional partnership continue to be 
essential for successful trade negotiations and implementation of 
the results. Last week's hearings were a useful beginning to our 
debate on fast track and today's hearings should further our 
understanding of this important matter. 


Thank you, Mr. Chairman. 
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Mr. Rangel. I would like to thank you once again, Mr. Ambas- 
sador, for the great job you have done for our country. We have tra- 
ditionally been bipartisan in our approach to this. 

In your opening statement you seek the same thing as relates to 

K ’ ig authority under fast track for you to deal with some of the 
r and environmental conditions that may be controversial. It 
would seem to me, however, that regardless of how we would look 
at the agreement once it is reached that we should give the execu- 
tive branch the authority to have the tools that it requested to 
work with, and I think wnat you would be doing is trying to resolve 
some of the problems people may have as they nave to vote or sup- 
port the overall agreement. You would be given the opportunity/ to 
remove the problems of environment and workers’ rights the best 
you can, and as I have been saying over the years, we should be 
able to include the narcotic trafficking since we are opening up our 
borders and we are communicating more so that at least we, in the 
Congress, would know that as you talk with these countries that 
you put our concerns on the table as friends and negotiators. 

My question is, Have you felt that you have been able to make 
any progress in bringing closer together these nonpartisan commit- 
tees on the question of fast track and workers’ rights as well as en- 
vironment in reaching some compromise? 

Ambassador Kantor. First of all, I want to be a little bit careful. 
The one thing I try not to do is get in the way of the inner work- 
ings of these committees. I am not a member of this great House, 
and that is not part of my jurisdiction, but let me just say in Au- 
gust of last year there are a number of people here, I am looking 
at Mr. Matsui, Chairman Archer is not here. We worked very close- 
ly together trying to reach a compromise on these issues. 

The language reached was acceptable both to the administration 
and to the Ways and Means Committee unanimously. In fact, at 
that point it was late in the process, and we were unable to get 
the other body to aCTee to that compromise for a number of rea- 
sons, which frankly had nothing to do with the compromise itself. 
So on one hand I would say, yes, we have made some progress. 
Whether that approach is viable now is another question. 

We feel strongly about the questions, not only environment and 
worker rights. I want to emphasize that there are other issues, and 
that is the problem here that we need to raise as well, including 
transparent, corruption, bribery, which get in the way of trade, 
anticompetitive policies. These are things that are of enormous im- 
portance to our workers and to our businesses. 

I have enjoyed and been appreciative of the support this adminis- 
tration has received on a bipartisan basis. The President is deeply 
grateful for it. I don’t believe this is beyond our ability to address. 
We feel strongly about the issue. There are many on the sub- 
committees that agree with us. There are some, I assume, that 
don’t agree with us, but I think all agree, and in fact, I have had 
no one disagree that we need fast track authority. 

We need to move forward to take advantage of these opportuni- 
ties. It is in the interest of the American people, and so we will 
continue to work with obviously you, Mr. Rangel, as we always 
have, and everyone else on the subcommittees to reach that kind 
of agreement that will work for everyone. It is in the interest of the 
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country. It is in the interest of our economy. It is no reason to turn 
back at this time. 

Mr. Rangel. Well, I think things will be easier. The 100 days are 
over, the contract is over, we are back to reality, and I think that 
we might be able to work this out in a bipartisan way. l^ank you. 
You do a great job. 

Ambassador Kantor. Thank you, Mr. Rangel. Appreciate it. 

Mr. Dreier. Ms. Dunn. 

Ms. Dunn. Thank you very much, Mr. Chairman. 

Mr. Ambassador, I would, like to ask you a question that may 
sound political, but it is really not. It is substantive. I believe as 
you have said that free and fair trade are just simply a positive as- 
sumption as a plus for the United States. 

You mentioned the Speaker’s comments and certainly in your 
own you reiterated that tbis is always a plus for us, but when I 
go back home I often hear from constituents that they are veiy con- 
cerned about the NAFTA and the GATT, and they have suspicions 
that they are going to cause us to lose sovereignty or we recall from 
last years debate the great sucking sound of the loss of jobs in tiie 
manufacturing sector to Mexico, for example. I am really concerned 
about why we can’t seem to bring these people up to speed on some 
of the issues that are so obvious to us on the subcommittees and 
others of us who agree with your administration that we should be 
supporting any opportunity to enhance fair and free trade. 

I am wondering if you could speak for a moment about why you 
believe so many people are out there still in opposition and how re- 
alistic their concerns are. For example, what the results of NAFTA 
really have been and what we can do together on a bipartisan posi- 
tion to ease their fears and to get together on this critically impor- 
tant issue. 

Ambassador Kantor. Thank you for your question. It is not po- 
litical at all. It is very substantive and critical. The American peo- 
ple are very smart, and this is an area they understand better wan 
many people suspect. 

I have certainly learned they understand it very well. There is 
a historic reason why the American people are skeptical, and even 
cynical, about trade. 

For years, we had a self-contained economy. We literally didn’t 
need to export or import. We were the strongest economy on Earth 
from World War II until the midseventies; we were unchallenged 
and unrivaled. We used trade politically during those years to ad- 
vance strategic interests in the cold war, and so as we opened our 
markets, as we should have, others kept their markets closed, as 
we allowed them to do, and Americans saw this as unfair. 

Although we built the economies of Europe, Japan, and others, 
we became a bulwark against Soviet expansionism, and it was an 
appropriate policy at the time. What we didn’t do during that pe- 
riod of time or subsequently — Democrats and Republicans, this is 
not political — ^is begin to talk to the American people about a new 
world of globalization, interdependence, higher paying jobs. We are 
4 percent of the world’s population, 96 percent of oin: market is out- 
side of our borders, and we have to take advantage of it. 

We had to do two things or three things; No. 1, build our own 
economy; No. 2, reach trade agreements that were reciprocal in na- 
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ture where everyone played by the same rules; and No. 3, abso- 
lutely make sure that trade was no longer used as a tool for other 
foreign policy interests. We have begun to do that; the Reagan ad- 
ministration, the Bush administration, and now the Clinton admin- 
istration, Republicans and Democrats, liberals and conservatives. 

For the first time in the history of the Gallup Polls, in November 
1994 the American people saw trade as more advantageous than 
disadvant^eous. So, as we continue to face some skepticism or 
even cynicism, we are making progress. 

Frankly, it is up to all of us in the Congress and the administra- 
tion, Governors, mayors, to continue to advocate opening markets 
because we have got to compete in winning these world markets or 
we are not going to expand our economy. We are a mature econ- 
omy. We are an aging population. We are almost at zero population 
growth. 

We must sell our high technology goods, representing high-wage, 
high-skilled jobs all over the globe. That can only be done through 
use of trade agreements or sometimes in exercising our trade laws, 
and so you are raising the absolutely correct issue. 

This President has focused on it. He has advocated open trade 
and open markets from the day he announced his candidacy for 
President. He then went to Georgetown and made two speeches 
and talked about it. He went to the New York Foreign Policy Asso- 
ciation in April 1992 and spoke about it. He went to the Los Ange- 
les World Affairs Council in May 1992 and talked about it. 

October 4 in Raleigh, N.C., he supported the NAFTA and talked 
about the need to open markets, expand trade, increase jobs, and 
raise our standard of living, and he has continued to talk about it 
as President of the United States. Republicans and Democrats, 
leaders of both parties have supported him in this quest, and we 
need to continue to do so. 

Mr, Dreier. Thank you very much, Ms. Dunn. I would just say 
that it concerns me, Mickey, to see us moving possibly even further 
toward including other areas. You have to ask yourself at what 
point you draw the line on what is clearly a trade agreement. I 
mean, we have talked, you have mentioned bribeiy and corruption, 
what about embezzlement. I mean, this thing could expand further 
and further, and that is something that does concern me. 

Mr. Matsui. 

Mr. Matsui. Thanks, Mr. Chairman. 

Ambassador Kantor, I want to, again, congratulate you and the 
President, both of you, and certainly President Bush and Carla 
Hills, Ambassador Hills, have done a tremendous job for this coun- 
tiy. 

When you think about the last 24 months, you really build off 
of the previous administration’s work in the area of NAFTA, GATT, 
MFTST, China, the APEC conference, and certainly the Summit of 
the Americas, and now your efforts on behalf of opening the Japa- 
nese markets. 

I believe there is a great deal of American support for that effort, 
and we congratulate you and we are all behind your efforts. As we 
get closer to the 30-day deadline, obviously many people will be- 
come anxious, particularly our auto dealers that sell these cars. 
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At the same time, I am convinced that throughout this period 
and well into the period when sanctions will actually be imposed, 
should they be necessary, you will have the strong support of the 
Congress and certainly the American people. 

I want to make two observations. No. 1, I think what Mr. Thom- 
as says is very correct in terms of California agriculture. I am not 
one that normally likes to talk about special issues within my State 
or my district, but the wine issue, obviously, is one that many peo- 
ple expect to be settled in the Chilean negotiations. 

The disparity of 10 years, 3 years in terms of Chilean wine going 
into Mexico, and U.S. wine going into Mexico. I have to say I am 
beginning to believe that it is the Chileans, but it is also the Mexi- 
cans, who may be wanting to develop their own production capabil- 
ity of wine, and that being the case, we may have to negotiate with 
both, and I e^m hopeful that the Mexicans will understand the im- 
port^ce of this issue. 

No. 2, I would like to talk about the issues of labor and environ- 
ment. I think these are two issues that are going to create a prob- 
lem for fast track, and I believe it is essential for this administra- 
tion to have negotiating authority. I mean, it would be shameful if 
this Congress did not give the President and you the authority to 
negotiate trade opening aCTeements. 

Another is the PAY-GO issue, which I don’t believe is particu- 
larly critical. I think we need to resolve it, but I don’t think it is 
critical to how a Member will vote. The issues of labor and the en- 
vironment are. We have a real difference there that developed in 
the last hearing. Certainly, as the comments here bring out, some 
would like to see labor and the environment specifically prohibited 
as negotiating objectives and as part of the negotiated agreement. 

Others would like to see specifically labor and the environment 
mentioned as negotiating goals and objectives. It is almost as if we 
will not be able to put this together, I have to say there is a 
midground, and I hope others will agree with it, and that is pretty 
much the status quo. Don’t state an 3 ^hing about these things. 
Leave it to the administration’s negotiations with the Congress, 
and the meeting and conferring to m^e those decisions. 

Let me say why I think that is essential. Unlike some who may 
think labor and the environment should never be part of the nego- 
tiating process, I think that perhaps in the future they should be. 
You raised interesting observations. Ten years ago we never would 
have thought about intellectual property protection or investment 
protection, and the reason for that is because I think there was a 
general feeling among the international trade community that we 
should not reach into the sovereimty of another country. 

We shouldn’t tell, for example, the Chinese certain kinds of 
thin^ they should do with or without human rights, and they 
shouldn’t tell us what we should do in terms of some of our domes- 
tic activities, but we have changed that. That concept has been ac- 
tually changed in our negotiations on intellectual property, and in 
the area of investments, protection of investments. 

Now, we have gone to the Chinese and say you have to provide 
due process to people that trade with you, and that means you 
have to change your court system, domestic court system. We will 
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say the same thing in terms of Latin countries as we develop in- 
vestment protection patterns. 

The issue of transparency, which I think is really going to be the 
issue of the 21st century, we are going to have to make sure that 
the other countries that we deal with have strong securities and 
exchange regulations so investors will know whether or not stocks 
have got something behind them or not. That being the case, we 
don't know today ^^at kind of negotiations we may need in the fu- 
ture. 

Labor and environment may become an issue, and so you need 
those tools to be able to make that determination as time permits, 
and in reference to that, when we dealt with developed countries, 
it was never a problem. It is only as we begin to deal with emerg- 
ing countries like China, Indonesia, India, Pakistan, that we are 
really going to need all these tools and have a gpreat deal of flexibil- 
ity. 

So it is my hope that if we want to ^ve you the authority that 
I think is essential, that we give you flexibility, and obviously we 
always have the final decision to vote against whatever you come 
up with. So, ultimately it is the Congress that will decide whether 
your negotiating objections are correct or not, so I am hopeful that 
we will De able to come to some resolution of what I believe to be 
a very difficult issue at this time to deal with. 

Ambassador Kantor. If I might, thank you, Mr. Matsui, for your 
kind words, and I couldn’t agree with you more. Let me just use 
the China intellectual property rights agreement which Ambas- 
sador Barshefsky did such a wonderful job on as a precise example 
of what we are trying to do. 

Let me talk about the eight different areas this agreement ad- 
dressed, and then you will realize how far we have come in trade 
in trying to address the critical issue. One example of the problem, 
last year China produced 75 million pirated compact disks mainly 
of U.S. origin. Seventy million of those were exported, mainly into 
Asia, some as far as into Canada, even a few got into the United 
States. 

We were hurt in the Chinese market, a huge potential market 
and hurt in the third country markets as well. We probably lost 
about $800 million in 1 year just in the Chinese market alone due 
to the failure to enforce intellectual property rights in this area, 
the area of trademarks and other areas as well. 

The agreement we reached addressed everything from trans- 
parency to their courts to new customs systems, to special enforce- 
ment teams, to the right of establishing the U.S. companies in their 
market, to joint ventures between U.S. and Chinese companies, to 
market access to technical assistance, including onsite involvement 
of patent and trademark office employees, the Federal Bureau of 
Investigations, the Department of Commerce, and the Department 
of Justice. 

Now, that is going a long way toward addressing a huge problem 
affecting our companies and our workers, but yet involving policies 
internal to China. That is exactly the example of what we are talk- 
ing about. It has a direct effect on us economically, a direct effect 
on our employees and our workers and our standard of living, yet 
involves policies internal to China, You made the obvious and the 
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correct assertion and example, and I just wanted to relate those for 
the record just to show how far we have gone in that agreement. 

Mr. Matsui. Thank you, Mr. Ambassador. 

Mr. Dreier. Mr. Zimmer. 

Mr. Zimmer. Thank you, Mr. Chairman. I just have a specific 
question about PAY-GO policy. Is it not the pu^ose behind the 
PAY-GO policy that the Federal Government will not undertake 
programs that will lose more revenue than they will gain? 

Ambassador Kantor. Well, under the scoring systems, and I am 
not an expert in this area, so excuse me for what might be too sim- 
plistic an answer. We don’t believe it is necessary or prudent to 
sacrifice budget discipline to pass trade implementing legislation in 
the Congress. 

The PAY-GO ^stem was implemented to impose discipline, as 
I understand it. llnere are those who are in front of me who know 
a lot more about it than 1 do. All I can tell you from my perspective 
as a member of the President’s cabinet, is that from the President’s 
perspective, budget discipline is critical. 

We have done it in this administration. We have cut the deficit 
in half since we arrived here 27 months ago. More needs to be done 
working together on a bipartisan basis, but to somehow forego the 
PAY-(JO rules, whether it is in terms of trade agreements or in 
other areas as well, would not be helpful to that process. 

Mr. Zimmer. Is there any major trade agreement that the United 
States has entered into over the last two decades where the result 
of that trade agreement has not been an increase in the revenues 
with the so-called offsets even disregarded? 

Ambassador Kantor. If you took a dynamic economic model, my 
guess is my economist friends — ^I just happen to be a dumb law- 
yer — my economist friends would tell me tnat the answer is. Every 
one of the trade aCTeements have contributed more to our economy 
and to our Federm revenues than have been taken out. Certainly 
the Uruguay round, NAFTA will do the same, but that is not the 
question here. 

The question here is that the PAY-GO rules impose a discipline 
that is important, especially at this point in time, in developing 
credibility with the American public, keeping all of our feet to the 
fire, and making sure we continue to address this hiue problem of 
a budget deficit. So I would only surest on behalf of the adminis- 
tration that we continue to stick to those rules. 

Mr. Zimmer. Ambassador Kantor, are you conceding that the 
PAY-GO rules in the case of international trade agreement do not 
reflect economic reality? I understand your point about economic 
discipline, but I am trying to talk about the real world. I don’t 
know whether lawyers or economists understand the real world. 

Ambassador Kantor. Some would say neither of us understand 
the real world very well. 

Mr. Zimmer. I am amongst the latter, and I am seeing things 
more clearly since I stopped practicing law, but the question is why 
should we bind ourselves by something that is clearly an artifact? 

You referred to d^amic scoring. Well, in this case it is just com- 
mon sense, and I don’t understcmd why tlie administration binds 
itself to a model which no rational person, regardless of his profes- 
sional training, would agree with. 
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Ambassador Kantor. Discipline is a very interesting subject. We 
could talk about it a lot, especially in terms of public policy. You 
may or may not agree with me. This administration is very fo- 
cused. 

We need to lower this budget deficit as much as possible. If we 
begin to address issues such as trade agreements in one wav and 
other agreements in others, it will only be a short period ot time 
before one person or another will begin to say, well, what about in- 
vesting in education, what about capital gains, what about other 
areas? 

I don’t think we should start down that slippery slope and reduce 
our discipline in this area. The President believes we should main- 
tain this discipline, and we are going to continue to maintain that 
position. 

Mr. Zimmer. Let me just suggest that instead of talking about 
discipline in the abstract even when it runs counter to economic re- 
ality, we should both focus on the objective, which is to balance the 
budget, and I eagerly await the administration’s entry into the de- 
bate about exactly how we are going to eliminate the budget deficit. 
Thank you. 

Ambassador Kantor. This administration certainly understands 
economic reality, 2.6 million new jobs, I mean in the last — am 
sorry, 6.3 million new jobs in the last 27 months. Incomes are ris- 
ing, 15 million American families are p^ng lower taxes today, 
they are the working poor who have worked hard and played by 
the rules. 

We have invested in education. Goals 2000, School to Work, 
AmeriCorps, money for Head Start, that is where we ought to be 
putting our money, build our economy, maintain discipline, lower 
the number of Federal employees, which we have done by 100,000 
since coming into office. It will be 272,000 by the end of 4 years, 
the smallest Federal Government since Jack Kennedy was Presi- 
dent of the United States. 

This President understands reality, smaller government, bigger 
economy, build jobs in the private sector. Ninety-three percent of 
all the new jobs, of that 6.3 million new jobs, are in the private sec- 
tor, the hignest percentage since Warren Harding was Resident of 
the United States, and that is economic reality. This President has 
done quite well with the support of the Congress in moving forward 
in this regard. 

Mr. Zimmer. Thank you. 

Mr. Dreier. I would add to that that the level of income for 
those in the export sector is significantly greater than the 
nonexport sector, and it is for that reason that we are goi^ to be 
looking at legislation that could possibly modify the PAY-GO pro- 
cedures because clearly the level of revenues to the Federal Treas- 
uiy is enhanced due to increased exports. I hope very much that 
we will be able to find some kind of area of apjeement. 

We have received a letter from Alice Rivlin on this issue, and I 
do know the administration's position, but I think that we may be 
able to come up with a way in which we can address that. 

Mr. Neal. 

Mr. Payne. 
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Mr. Payne. Thank you very much, Mr. Chairman, and thank you 
very much, Mr. Ambassador. I wanted to commend you and com- 
mend the administration for the job that you are doing. I think the 
charts tell the story in terms of. No. 1, how important trade is to 
our economy and to our Nation, and, No. 2, what this administra- 
tion has accomplished such as the NAFTA agreement, the GATT, 
and others, and what this means to districts like my own is cer- 
tainly very, very important. 

You have been very responsive to needs of special segments of 
our working population, i.e., those who are in the textile and ap- 
parel industry. I just wanted to take this opportunity to thank you 
for that and to let you know that we appreciate all of your efforts 
on our behalf. I have no questions, and I would yield back the bal- 
ance of my time. 

Ambassador Kantor. Thank you, Mr. Payne, I appreciate that 
very much. 

Mr. Dreber. Thank you veiy much, Mr. Payne. 

Mrs. Waldholtz. 

Mrs. Waldholtz. Thank you, Mr. Chairman. 

Ambassador, I think we all recognize how important it is to have 
an effective trade policy. It is important to our country's economic 
future as well as the fiiture of the rest of the world. But, I want 
to return for a moment to something we touched on earlier, and 
that is what I think is a deep public concern about whether we are 
pursuing the right trade practices. 

The peso crisis falling so closely on the heels of the finalization 
of the NAFTA agreement helped erode public confidence as to 
whether our government, both the administration and the Con- 
gress, is conducting thorough, successful trade negotiations. We 
could spend all day arguing whether that is a correct linkage or 
not, and I don’t want to get into that today. I think that is a discus- 
sion for another day. 

But my question is in the face of what I think is an erosion of 
public confidence. Are there procedural or substantive changes to 
the fast track procedure that you could recommend that could help 
bolster public confidence so the public will feel more secure that we 
are thoroughly investigating the claims of the people with whom 
we are negotiating, and the impact of the agreement on American 
workers? 

Ambassador Kantor. No. 1 , the more open the debate and the 
more extensive the hearing on this subject, the more help it will 
give because I think there is such a wide support for opening trade, 
expanding markets, for creating more and more export jobs in this 
country. 

As I said before, we are a mature economy. We have to rely on 
the 96 percent of tJ\e consumers who live outside our economy. The 
faster growing economies, younger populations, faster growing 
labor force, and growing industrialization are going to be our mar- 
kets of the fiiture. If we iust relied on our economy, because of our 
lower growth rates in all of the areas I just mentioned, we would 
be in some trouble. 

No. 2, no great nation in history has ever increased its wealth 
without expanding trade, which is fascinating. 
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No. 3, what we need to do is make sure we reach a quick agree- 
ment on fast track and move forward. We have enormous opportu- 
nities in Latin America and in Asia, and in the progp*essive elimi- 
nation of trade barriers with Europe as well. All of that is in the 
best interests of the American people. 

Let me give you an example which came up yesterday, which has 
had some note. Our automobile industry is critical to our future. 
They are 5 percent of our gross product. Two-and-a-half million 
Americans are employed by our manufacturers, by our automobile 
dealers, and by their suppliers. 

The auto industry purchases more iron, steel, aluminum, flat 
glass, platinum, synthetic rubber, and more natural rubber than 
any other industry in America, so therefore the ripple effect is 
greater than any other industry. In fact, it purchases more semi- 
conductors than almost any other indust^ in America. 

It is a high-technology industry with high-wage, high-skilled jobs. 
To the degree that the second largest car market in the world, 
Japan, is closed to our products, it has an adverse effect upon 
American workers, American jobs, American companies, and our 
economy. Therefore reaching trade agreements, exercising our 
trade laws, making sure we work in a multilateral, regional, and 
bilateral basis are critical to our economic future. 

One thing I would gve you, I just talked to Ms. Dunn about this. 
We had a dialog on tms issue as well, the fact is the American peo- 
ple are gaining in confidence in terms of trade. For years, of course, 
we used trade as a political, not an economic tool. We have changed 
that in this administration. 

We realize our economic security and our national security are 
inexorably intertwined with each other, and so we are going to con- 
tinue down that path. We have had great support from Republicans 
and Democrats alike, and I think there is a consensus, a consensus 
among the Congress, the administration, and among Governors, 
Republican and Democratic alike, that we ought to continue this, 
and so all I would suggest in light of fast track is we move quickly, 
we move in a bipartisan manner and make sure we have wide 
agreement in the Congress as we move forward. 

Mrs. Waldholtz. But there are no particular changes that you 
would recommend in the fast track procedure that could increase 
confidence? You think we should move forward as it is? 

Ambassador Kantor. The fast track procedures always required 
and maintained that administrations, Republican and Democratic, 
over the 20 years have had to consult veiy closely, especially with 
Ways and Means and the Finance Committee of the other body. I 
certainly have done that on a continuing basis. I know my prede- 
cessors did as well. That is the best wav to ensure that the people's 
representatives, as symbolized by all of you up here, are deeply in- 
volved in eveiy step of our trade negotiations, as you were in the 
NAFTA and the GATT and other areas as well. That is the best 
w^ to ensute full and complete agreement. 

On the other hand, we have to make sure that what we negotiate 
sticks. No country is going to sit down at the table with me or any- 
one else in my position and negotiate if they think the first negotia- 
tion is with the trade rep and the second is with the Congress of 
the United States. That just won’t work. 
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Mrs. Waldholtz. I have no further questions. Thank you. 

Mr. Dreier. Mr. Mclnnis. 

Mr. McInnis. Thank you, Mr. Chairman. 

Mr. Ambassador, prior to the NAFTA agreement there were sev- 
eral tire companies in the United States uiat exported tires to die 
countiy of Mexico. Subsequent to the NAFTA agreement, Mexico is 
now allowed to export tires to the United States duty ^e, but is 
utilizing a 4-year exception to the standards chapter to prevent us 
from exporting tires into Mexico. So I have two questions. 

A few days ^o the Washington Post covered this topic in a re- 
cent article which you may have read. My first question is obvious. 
What activities are being utilized at diis point to stop this injustice 
so that we "all play by uie same rules,” and second, what is being 
done, Mr. Ambassador, to prevent other nations from adopting 
these tactics if we were to bring Chile or other countries into the 
NAFTA agreement? 

Ambassador Kantor. First of all, I met just yesterday with the 
Mexican trade minister. This is one of the most important issues 
on our agenda. What the Mexican Government has allowed to hap- 
pen in terms of requiring U.S. tires exported to Mexico to be mold- 
ed in Spanish is inconsistent with international standards where 
English is used to describe certain attributes of the tire involved. 
Ihey would not accept that we were willing to put labels on those 
tires which would accomplish the same purpose. 

We made it clear we would use the dispute settlement processes 
of the NAFTA if they did not change their policy. They had agreed 
with us to respond to our proposal by May 5. I think that is the 
right date. Someone will correct me if I am wrong. We are still 
waiting for this res^nse. We will not wait forever. 

Second, we will mrectly address this issue, not only that issue, 
but there is a used tire import ban in certain countries that we 
have to address. As we go into Chile’s accession, we will make sure 
we address these issues in an appropriate way. 

Let me say the Mexican Government has attempted to indicate 
to us that we could not reopen certain areas of NA^A such as this 
or the wine area, Mr. Thomas. We made it clear to them we don’t 
go into any negotiation with preconditions, and we won’t do so in 
this case, so we are addressing the issue. 

You are absolutely correct it is a problem. We are deeply con- 
cerned about it, and we made sure the Mexican trade minister un- 
derstood our deep concerns yesterday. 

Mr. McInnis. Well, Mr. Ambassador, May 5, you are not going 
to wait forever. Could you define that? Did you define that to the 
Mexican personnel that, hey. May 5 is the preliminary date, but 
May 20, for example, is the drop aead date. How specific is this re- 
sponse? 

Ambassador Kantor. May 20 is the date, and that is what I 
mean by not waiting forever. 

Mr. McInnis. Tliank you, Mr. Ambassador. 

Ambassador Kantor. Thank you. 

Mr. Dreier. Mr. Houghton. 

Mr. Houghton. Thank you. 

Mr. Ambassador, I heard what you have said. I think literally 
and figruratively you are on the right track. I am going to give you 
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a Memorial Day present. I am neither going to make a statement 
nor ask a question. Thank you very much. 

Ambassador Kantor. Thank you very much, Mr. Houghton. 

Mr. Dreier. Mr. Ambassador, thank you very much. We appre- 
ciate your taking the time to be with us. It was very thoughtful tes- 
timony, and you handled the questions extraordinarily well. We 
look forward to working with you on some of these areas of concern 
that we have so that we can proceed with the kinds of aCTeements 
that will increase opportunities to improve living standards, worker 
ri^ts, the environment, and improve the plight for people here in 
the United States. Thanl^ou very much for being here. 

Ambassador Kantor. Thank you very much, Mr. Chairman, for 
your kindness. I appreciate it. 

Mr. Dreier. Our next panel includes a most distinguished former 
Member of Congress, a member of the Ways and Means Commit- 
tee, Bill Frenzel. 

Congressman Frenzel served his country and the citizens of Min- 
nesota for over 20 years as a congressional leader on all matters 
of trade, finance, and fiscal poli^. Bill Frenzel was a member of 
this committee in 1974 and participated in the crafting of the fast 
track process. 

After leaving the people’s House, Congressman Frenzel was 
tapped by President Clinton to explain why the North American 
Free Trade Agreement was a bipartisan issue vital to our Nation’s 
long-term future, and I had the privilege of helping him convince 
people that it was a bipartisan issue. He was a critical member in 
that effort, and he remains a leading voice on trade and budget 
matters. 

Joining him on this panel is Richard R. Rivers. Mr. Rivers has 
served as general counsel of the Office of the U.S. Trade Represent- 
ative from 1977 to 1979, served on the staff of the Senate Finance 
Committee from 1972 to 1977, and helped draft the fast track pro- 
cedures included in the 1974 Trade Act. He is currently a senior 
partner in the Washington law firm of Akin, Gump, Strauss, Hauer 
& Feld. 

I am very honored to welcome Bill Frenzel and Dick Rivers to 
this subcommittee hearing and look forward to their thoughts on 
where fast track came from, whether it has accomplished its in- 
tended goals, and any modifications that might be made, and I 
would like to first defer to Chairman Crane. 

Chairman Crane. Well, I thank the gentleman for yielding, and 
I want to welcome both of our distinguished witnesses, but espe- 
cially a good friend and former collea^e that I sat next to on the 
Trade Subcommittee for quite some time. Bill Frenzel, and rather 
than me taking the time to welcome Bill before the subcommittees, 
I would like to yield to our colleague, Mr. Ramstad, down there, 
since they are both Minnesotans. 

Mr. Rai^TAD. I thank the Chairman for yielding, and it is a real 
pleasure to welcome my mentor and predecessor, Bill Frenzel, back 
to the committee, not that he needs any formal welcome to the 
Ways and Means Committee on which he served with such distinc- 
tion for 16 years. I know I am embarrassing him now. I don’t know 
anybody more modest or anybody with CTeater expertise or knowl- 
edge on trade issues than my friend. Bill Frenzel. 
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I think Mr. Gibbons put it well when he mentioned to Ambas- 
sador Kantor that we have made great progress on trade over the 
last couple decades, and as virtually every member of the Ways 
and Means Committee more senior to me has mentioned since I 
joined the committee earlier this year, nobody has contributed 
more to that progress over the last two decades than Bill Frenzel. 
Bill, it is great to see you here today and welcome. I look forward 
to your testimo^. 

Mr. Dreier. Thank you very much, Mr. Ramstad. We look for- 
ward to your testimonv, and I can assure you, Mr. Rivers, that had 
you been a member or the Ways and Means Committee you would 
have gotten similar accolades. 

Gentlemen. 

Mr. Thomas. Reserving the right to object. 

STATEMENT OF HON. WILLIAM FRENZEL, WASHINGTON, D.C„ 
FORMER MEMBER OF CONGRESS 

Mr. Frenzel. Chairman Dreier, Chairman Crane, members of 
the two subcommittees, thank you very much. You are putting 
wings on the dog, and I am just going to do my best to do what 
you asked us to do here. I would ask that my written testimony, 
in two pieces, be accepted for the record, and that I may be per- 
mitted to proceed for a few minutes. 

Mr. Dreier. Without objection. 

Mr. Frenzel. Mr. Chairman, the problems that face you, I think, 
on how to reconstruct fast track, I hope, are problems of repair 
only. In my mind, the most difficult question is the budget ques- 
tion, the PAY-GO question. 

In my testimony, I explain that this brings matters on taxation 
that are quite complicated before the Congress with insufficient 
time to discuss them. I mentioned the Pickle amendment last year 
in the Uruguay round, which was a very complicated, important 
piece of tax policy, which was not given proper attention by the 
Congress because it was simply one of the financing pieces. You 
know a number of similar examples. 

Some Members have suggested that you simply waive PAY-GO 
with respect to multinational trade agreements. I would think that 
would be a great thing to do if you, Chairman Dreier, and Mel 
Hancock were the only Members in the Congress. I am a little 
nervous about the precedent that a waiver sets. I have been around 
too long to think you could get away with just making it apply to 
trade bills, and so I suggest caution with respect to a waiver. 

One of the other solutions is that you get better dynamic esti- 
mates from the CBO, Congressional Budget Office. I doubt these 
two subcommittees are going to go arm wrestle with CBO and 
change the estimation process. I think, however, every year you get 
better data and better estimates, and I suspect that some day you 
will have a situation where the CBO will estimate that trade bills 
pay for themselves. However, in the early years CBO seems unwill- 
ing to do so, and you will still probably have some PAY-GO to 
worry about. 

If that is the case, I think the Members need a fair chance to dis- 
cuss the financing portion of a trade bill, and I suspect it is not a 
bad idea to create a piece of the rule so that those items can be 
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discussed. Maybe even one of our famous modified open rules, 
which might allow amendment of the financing piece as long as the 
amendment was revenue-neutral, would be appropriate. 

I do not like to recommend an amendment that would allow the 
whole trade bill to go down because of the financing piece. I think 
my final counsel on this budget problem is that the problem is not 
really in the House, it is in me Senate. You need 60 votes to pass 
a trade bill as long as you have PAY-GO, and so if these two sub- 
committees or others are involved in a fast track bill, you are going 
to have to be very careful in negotiating with the Senate so you 
don't let them run away with you, or find ways to overburden the 
trade bill, and yet, at the same time, provide a way for them to 
pass it on to majority vote. 

I am not smart enough, I don’t understand Senate rules. As near 
as I can figure, only one person does, and I am not sure he is in 
favor of this proposition. 

There is a second proposal that I think is important. Nowadays 
the President presents to the Congress a proposal that contains 
“necessary and appropriate” changes to the law to ratify the nego- 
tiations. Congress throws in a few more “appropriates” in its 
nonmarkup section. That allows what I think are nongermane fea- 
tures to be picked up under the protection of the fast track where 
they are unamendable and imreachable. My advice to the sub- 
committees would be to dump the word “appropriate,” and stay 
with “necessary.” I understand that political urgencies will distort 
the definition of the word “necessary,” from time to time, but it is 
a lot harder to distort than “appropriate,” and I think it is a worth- 
while change. 

The third problem is the time definition. It is sumested that 
there be a time certain or a time requirement from the President 
or President’s representative signing whatever the agreement is to 
the introduction date. I don’t think that is a bad idea, but I think 
you need to be careful because often there is a long time between 
the initial signing and the final draftsmanship. 

I do think it is unreasonable to let the President hold the intro- 
duction for months and months and months. I would think that 
some sort of a time requirement there would be worthwhile. 

Also committees of the House and Senate need time, as we found 
out when Senator Hollings made his legitimate request for time 
last year and bumped you all into a special session. Your discus- 
sions on fast track have to allow time for those committees. 

Now, I do not think you need to extend the time between intro- 
duction and final ratification. After all, it is called the fast track 
process, and if you slow it down you are only going to make life 
more difficult for yourself. 

The fourth point I would like to make is, above all, preserve the 
essential fast track process. It is an ingenious process by which the 
Congress can exercise its constitutions jurisdiction over trade and 
still let somebody else do the negotiating which Congress cannot 
do. Whatever you do, try to retain that process. 

I believe, as the previous witness suggested, that we ought to 
have negotiating authority on the books right now. I have perceived 
in the brave new world, or whatever we are in now, that commer- 
cial competition is the hallmark of our international relations. 
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I think a President always needs negotiating authority. I think 
there are opportunities that abound out there, not just the WTO 
where Ambassador Kantor indicated he had opportunities or 
NAFTA or even APEC. There are other situations which we can’t 
even imamne now in which it is going to be good for the President 
to have the authority. If he has to come arm wrestle you and get 
over the political hurdles of environment and labor rights and drug 
interdiction and whatever else, America is going to miss some op- 
portunities. 

My judgment is you ought to have a basic piece on the book. If 
after the President starts negotiating under that authority you 
want to give him some instructions on goals, set a time certain 
when he should complete the negotiation, I think that is appro- 

E riate. But the President has to he equipped in today’s world to 
egin negotiating immediately. 

I believe that this authority ought to have a fairly long term. I 
leave it to you to decide what it is. I believe it should always ex- 
tend into tne term of the next President, whoever he or she may 
be. 

Trade has carried hitchhikers for years, whether it is national se- 
curity or whether it is suppression of the people or whether it is 
shipping bombs around the world or narcotics or environment or 
labor rights or any of a long list of 100 thin^. None should be en- 
couraged, but you should not forbid them in tne negotiating author- 
ity. 

The law ought to be silent. The President ought to be told by the 
Con|press what is acceptable and what isn’t, but his negotiating au- 
thority should not be unreasonably restricted. So, Mr. Chairman, 
I have overtaken my time and I shall withdraw. 

[The prepared statement and attachment follow:] 
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STATEMENT OF WILLIAM FRENZEL, GUEST SCHOLAR 
BROOKINGS INSTITUTION 


RULES AND WAYS AND MEANS COMMITTEE 
JOINT HEARING ON "FAST TRACK" AUTHORITY 

Ooar Msrs. Chairman: 

My first duty is to romirKj the Chairmen end their Subcommittees that this presentation 
is mine aione and does not represent the opinions and ideas of the Brookings 
institution. The second Is to tell you what a privilege it Is to appear before either of 
these distinguished Subcommittees. Because the subject of this hearing Is of such 
unusual Importance, and of particular interest to me, today meeting Is a speciai 
pleasure. 


HISTORY 

As Is widely known in these Committees, and less widely known among Members of 
Congress. Fast Track Authority Is a rather recent addition to the Legislative process. 
When the first Congress met, the second law it enacted, US Code 2. was a trade bill, 
a protective tariff for the fragile industries of the new country. Thereafter, the Congress 
continued to carry out its Constitutional Trade jurisdiction until after the passage of 
The Reciprocal Trade Act of 1934. From then until 1962, Congress passed successive 
laws allowing The Executive Branch to negotiacte reductions, within spedfic limits, in 
our tariffs, in exchange for tariff reductions by our trading partners. When the 
agreement was completed. The President merely promulgated our reductions 

For the early GATT rounds this procedure worked fine because they dealt almost 
completely with tariff changes. When non-tariff measures (NTMs) began to be more 
important, the Pre-approval/Promulgation system was no longer adequate. For the 
Kennedy Round negotiations, the President and the Congress agreed on the Fast 
Track process: The Congress gives the President Negotiating Authority; The President 
presents the legal changes required to implement the agreement he has negotiated; 
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and then Congress votes on those changes, without amendment, within 60 days of the 
introduction of those changes. 

For the 1979 Tokyo Round ratification, the process was modified to allow Congress 
and its committees of Jurisdiction to replicate its standard mark-up and conference 
committee procedures before the President actually introduced his bill. The new 
procedures allowed Congress to maintain tighter controls over the negotiations than 
than under the 1974 system. That new procedure, which allows for a little more 
potential for Congressional mischief, has been used since for the US- Israel, the US- 
Canada. NAFTA, and Uruguay treaties. 


NEW PROBLEMS 

In a dynamic Legislative arena, old rules are often Inadequate to cover new 
contingencies. In my Judgement, there are good reasons to consider revisions to the 
current Fast Track procedures now. Some of the reasons are the following: 

1 . New Budget Rules have complicated prooesa and contused some of the 
players. Budget strictures require financing of Trade bills under the Pay-Oo limitation. 
Many Members might agree that Trade treaties do pay for themselves in additional 
economic activity, but very few Members would be willing to scrap Pay-Qo, even In a 
severely limited instance, for fear that such action would open an undesirable loophole 
precedent Assuming that the Budget restriction will endure, the problem which 
remains is that complex tax provisions can. and often must, be inserted into the 
unamendable bllL Time pressures and the desire to focus debate on the trade bill 
means that the hitchhiking tax provisions may get insufficient debate. 

In the case of the Uruguay Fast Track, a good example was the Pickle amendment to 
the ERISA Act. It was highly contrcversia!, subject to frequent changes In closed-door 
sessions, and. of course, got little attention either from Congress or the Press 
although l consider it far more important tax policy than the so-called "Washington 
Post Boondoggle". The House probably doesn't want to go through a process like that 
again. 
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2 . Another problem it that the Fast Track law allows meaturet "neoeetafv or 
fporooriflte*' to be Included In the bill under consideration. One person'a definition of 
appropriate may vary widely from another's. Experience hat proved that the 
temptation to expand the bill, both by the Executive and the Legtelatlve Branches, Is 
irresistible. It is preferable in my Judgement, to allow political exigencies to expand, 
oocasionally. the definition of *necessary^ than to allow infinitely more opportunities for 
mischief under the much looser definition of "appropriate". 

3. Senator Hollings's legitimate request for time for his Committee to review the 
Uruguay bill revealed another flaw in the process, or in the administration of the 
process. Time restrictions are essential to the Fast Track process, but each house 
must have the ability to allow its Members and its Committees time for proper review 
of the implementing bill. In an exception process negotiated between branches to 
handle increasingly complicated Trade bills, it Is advisable that the process be clearly 
understood, and that it not try to sidestep political realities. 

POSSIBLE CHANGES 

In general, my own opinion Is that the Fast Track Is a practical, convenient way for the 
Congress to dispatch its Constitutional authority for Trade, but changing circumstances 
have made H ripe for repairs. The repairs should not change the essential nature of 
the process. The Fast Track remains an Ingenious way for the Congress to exercise 

Its Trade reeponsibilltiea under the Constitution. With a prooees Rka Fast Track, it has 
pretty good oontrol over the negotiating p.'ocess and the approval of the resuN of the 
proceee. Congress Is not a good negotiator, but with a Fast Track type process, 
regularly reviewed and revised, it can do everything it needs to do In Trade, exoept 
the actual negotiations. 

Therefore, Msrs. Chairmen, my recommendation Is to revise the Fast Track process, 
but to retain its essential nature. Because you are dealing with subject regularty, you 
will undoubtedly have more ideas than I about needed changes. Here, however, a 
word of caution is appropriate (and maybe necessary). Although the system Is 
obviously flawed, it is my fervent hope that you don't overfix K. It would be relatively 
easy to fix up the Fast Track process so well that it would not work. I hope you will 
resist that temptation and. instead, fix only the real flaws. 
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1. Allow for debate and amendment of revenue Items required by Budget rules. 
Annendments probably should be limited and revenue-neutral. This part of the new 
Faat Track Law must be tight enough to keep the Senate, as well as the House, from 
shipwrecking the bill over its financing provisions. An alternate change might be to 
exempt Multi-Lateral Trade Agreements from the Pay-Go Budget rules. That would be 
very difficult, and perhaps unwise in the middle of political fist fight on budget 
balancing. 

2. Limit Fast Track bills to matters that are "necessary" to Implement the Trade 
Agreement, Including, of course, financing hems, per #l above. 

3. Provide for review of the final bill by committees which have jurisdictional 
interest before the bill is introduced, and therefore unamendabla. The time restraints 
are formidable, but if other committees cannot be worked into the Ways and Means 
and Finance "non-markups", then they must be given time for hearings and 
recommendations between the signing of an Agreement and the "non-markup" or the 
bill introduction. 

Rnally, I do not beHave the description of the Negotiating Authority need be included 
in the Fast Track Law. Congress can give Negotiating Authority loose or tight, long or 
short, with goals or without, with one country or the whole world, but the Fast Track 
approval process should be the same in ai| cases. 

Msrs. Chairmen, may I again say how privileged and flattered I am to appear before 
you today on this vital subject? Thank you. 
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ADDENDUM TO TESTIMONY 

After preparing the foregoing testimony, a few other thoughts, which might be worth 
adding to the Fast Track Discussion, occurred to me. They follow in no particular, or 
rational, order. 

1 . Pav-Go Budget Rules Many Members, particularly Mr. Armey and Mr. 
Aroher, have long requested that C60 revenue estimates reflect the economic reality 
that increased tax revenues follow increased economic activity. So far CBO has been 
unwilling to make extended estimates, despite the Senate 10 year rule, and its 5 year 
estimates, despite the complaints of the requestors, do not seem to include new 
revenues that many economists predict will flow from Trade agreements like Uruguay 
and NAFTA. This is contentious issue, fraught with political peril, and I do not 
recommend that these Subcommittees try to out-muscle the CBO. However, it would 
be well for the Subcommittees to follow this question. If CBO ever alters Its estimating 
procedures, 1 hope these Subcommittees will be quick to alter Fast Track Law. 

2. Pav«GQ_Budget Rules 1 hope these Subcommittees will oounsel with their 
Senate counterparts on the Senate Budget Rules. Under current procedures, even 
after giving effect to all of the changes generally prescribed, tt still takes $0 votes in 
the Senate to pass a Trade Agreement. I am not clever enough to figure out how to 
back the Senate Into a simple majority situation, but somebody may be able to do so. 
Tha Law must work in both houses, and a 60 vote Senate hurdle seems to me to be 
unrealistically high. 

3. Naturojpf Authority In my original testimony, 1 did not make 
recommendations as to what kind of Negotiating Authority this Congress ought to give 
the President. At the nsk of violating germar^eness rules, I now respectfully suggest 
that the Authority contain as few conditions or limitations as possible. 

Since the fall of the Wall, vigorous commercial competition is becoming, more 
and more, the driving force in the relationships between nations. Countries are 
demanding newer and better ways to find increased market access. If the WTO. 
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APEC, or NAFTA is not open or expanding, other groups or “clubs" will be formed. 

The US, like every other internatioral competitor, must be ready, at a moment's 
notice, to begin negotiations anywhere in the world. The deals will come and go 
quickly. If the President is obliged to fuss with Congress for a couple of months, the 
US may well lose a valuable access it could otherwise have gained. 

Except for the immediate post-War ti period when every other country Is the world had 
a war- ravaged economy. US companies have never been in a better position to 
compete internationally. The government, specifically the Congress, which has 
Constitutional jurisdiction over Trade, must be ready to provide new opportunities 
immediately. Unless it provides the President Negotiating Authority he can use to open 
or expand not only our major trading systems, but also to do so in new systems we 
can only imagine, i believe Congress wi<l be negligent it its duty, and perhaps cast 
some doubts on the wisdom of Framers who chose Congress to control trade. 
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Mr. Dreier. Thank you very much, Mr. Frenzel. 

Mr. Rivers. 

STATEMENT OF RICHARD R. RIVERS, SENIOR PARTNER, AKIN, 
GUMP, STRAUSS, HAUER & FELD, LX 

Mr. Rivers. Thank you very much, Mr. Chairman. On a personal 
note I want to thank vou for your welcome to this hearing room. 
I will note, however, that it was a member of this committee, the 
late Hale Boggs, who brought me to Washinrton 30 years ago, and 
my testimony today was prepared in part oy his grandson, Lee 
Roberts, so in a way, things have come full circle. 

I have been in this hearing room on a number of occasions. 
Thank you. I also have a statement I would like to submit for the 
record, but I will just briefly summarize. 

Mr. Dreier. Without objection, so ordered. 

Mr. Rivers. Let me say I wish in general to associate myself 
with the remarks that Mr. Frenzel has given. I think that is very 
sage advice. I strongly support renewal of the fast track provision. 
This is an indispensable tool for the President and executive 
branch to conduct trade policy. You just can't do it without it. 

There are a number of issues that have to be addressed. First, 
I am of the view that you ought not encumber it with a require- 
ment to negotiate on other issues however important or desirable 
those issues might be. Side agreements on environmental issues 
and labor issues ought not be made a requirement. 

I think silence is golden and I think Bill Frenzel is right about 
that. My reasoning, my position is based on the original purpose 
of the fast track authority. Fast track is a delicate arrangement be- 
tween the legislative and the executive branches. Both branches 
recognize that well-crafted trade agreements are in the interest of 
the United States, but they also recognize that if Confess main- 
tains the option to amend agreements piecemeal during the ap- 
proval process, then countries negotiating with the United States 
will fear that any deals reached will be reopened and they will find 
themselves back in this hearing room negotiating again. But this 
fast track authority is a very limited grant of authority to the exec- 
utive branch and one that ought not to be abused. 

It should only extend to provisions, I believe, that are necessa^. 
I tend to think that the orimnal language “appropriate” is desir- 
able, but I do agree with Bill Frenzel that “appropriate” is a little 
bit easier to distort than “necessary^' by itself. 

There is a real danger in the United States trying to solve all of 
its problems through trade negotiations. The wider you expand the 
scope of fast track, the more you can expect unwanted intrusions 
by our trading partners into our own domestic policies. Moreover, 
we should not expect our trade negotiators to substitute their ex- 
pertise for that of other agencies of our government. 

The way to avoid these potential pitfalls is to keep the fast track 
process generally clean and unencumbered by side agreements, or 
at least let's be silent on the issue. 

The second issue, obviously, is the very difficult one of pay- 
as-you-go rules, which were added by the 1990 budget agreement. 
When fast track was designed in 1974, we had nothing like that 
in mind. We probably should have had, but we didn't at the time. 
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There is no easy or obvious solution to this problem, and this 
brings to mind an aphorism of my friend and law partner, Bob 
Strauss. He is occasionally heard to say that this is one of those 
chasms that must be crossed in two steps, and I think that is ex- 
actly what this is. 

One possible solution would be to create a mechanism whereby 
the necessary budget cuts would be considered outside of the fast 
track procedures. I would defer especially to Bill Frenzel. I think 
if it is brought up under kind of a modified, open-rule procedure 
it is important that it be revenue neutral. 

My concern is that we ought not allow the PAY-GO reouirement, 
which is very important in terms of budget obiectives, to oe the de- 
vice by which entire trade agreements are sunk on their merits. We 
should not create an Achilles’ heel from the PAY-CX) provision that 
would block the consideration of the central legislation. 

We negotiate and conclude these agreements because they boost 
the economy of our country. We stand to gain from these agree- 
ments more than what we temporarily lose in tariff revenues. So 
I believe that the unique character of trade agreements justifies 
some sort of special treatment to resolve the PAY-GO problem. 
Fast track is a good way to pass trade agreements, but it is a very 
impractical way for deciding budget policy issues. 

In conclusion, let me say that I strongly urge renewal of this au- 
thority because, without it, the trade policy bus is going to go on 
into the next century without the United States as a passenger and 
a participant. 

Thank you. 

[The prepared statement follows:] 
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AKIM, GUHP, STRAUSS, HAUER & FELD, L.L.P. 

TESTIMONY OF MR. RICHARD R. RIVERS 

BEFORE THE JOINT HEARING OF THE TRADE SUBCOMMITTEE OF THE 
COMMITTEE ON HAYS AND MEANS AND THE RULES COMMITTEE 
inilTED STATES HOUSE OF REPRESENTATIVES 

MAY 17, 1995 


Thank you very much for inviting me to appear today before 
your two committees. I am pleased to be here, in a personal 
capacity, to share my views on the renewal of fast track. 

Let me begin by saying that I strongly support the renewal 
of the fast track provision. This is a necessary tool for the 
Executive Branch to conduct the trade policy of the United 
States. Today I intend to address two issues concerning the 
proper structure of fast track. 

First, I am convinced that fast track should not be 
encumbered with the authority to negotiate on other issues, 
however important. In particular, side agreements concerning 
environmental issues and labor issues should not be part of fast 
track . 

My reasoning for this is based on the original purpose of 
fast track authority. Fast track is an arrangement between the 
Legislative and the Executive Branch. Both branches recognize 
that well-crafted trade agreements are in the interest of the 
United States. But both branches also recognize that if congress 
maintains the option to amend agreements piecemeal during the 
approval process, then countries negotiating with the United 
States will fear that any deals reached will later be reopened. 
But this is a very limited grant of authority to the Executive, 
and one that should not be abused. Fast track should only extend 
to provisions that are necessary and appropriate as part of trade 
agreements . 

This limited but critical role for fast track will be more 
clear if I give you a little historical background. Beginning 
with the 1934 Trade Agreements Act, Congress delegated to the 
Executive, for reasons of practicality, the authority to 
negotiate tariff reduction agreements. In simple terms. Congress 
gave the President advance authority to reduce tariffs and the 
President used that authority to negotiate agreements. This 
arrangement was successful, and it led to a series of GATT tariff 
reductions during the post-war era. 

However, by the 1970s the swamp of tariffs had been drained. 
As the waters receded, it became apparent that the true stumps 
and boulders creating hazards to international trade were the so- 
called non-tariff barriers. These include quotas, subsidies, 
standards, procurement practices, customs valuation rules and 
similar behavior that have the effect of limiting trade. 

Virtually all countries do this, at least to some extent, and by 
the 1970s it was clear that these non-tariff barriers had become 
the most significant impediments to trade liberalization. 

The need to negotiate trade agreements addressing non-tariff 
barriers eventually led to the first grant of fast track 
authority, in the Trade Act of 1974. But this path was not a 
direct one, and therein lies a lesson. Originally, in 1973, the 
Nixon Administration proposed legislation that would have given 
the President the authority to negotiate on non-tariff barriers 
of whatever kind or character. Moreover, when the negotiations 
were completed, he would have simply notified Congress of the 
agreements and whatever changes in U.S. law were needed. Unless 
either the House or senate adopted a resolution of disapproval, 
then the proposed changes would become the law of the Land. It 
was, in effect, a proposal for negotiating authority limited only 
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by possible legislative vetoes, which today would be considered 
unconstitutional. This legislation was in fact passed by the 
House of the Representatives, 

But the Senate took a different view. When the Finance 
Cominittee analyzed the bill, Senator Herman Talmadge of Georgia 
said that he had doubts about its constitutionality. In words 
1^11 never forget, he told me, "We just don't do things that 
way". He offered an amendment during mark-up that later became 
the basis of fast track. In essence he was saying: "Mr. 
President, we agree with you that non-tariff barriers are serious 
problems that should be addressed through trade negotiations. We 
understand that you need the credibility at the negotiating table 
that will only come if we foreswear piecemeal amendments. But 
the Congress cannot and should not give up its role. We insist 
that you consult with us throughout the negotiating process, and 
we will of course maintain the authority to reject agreements in 
their entirety . " 

But this is a limited grant of authority -- it was given 
because Congress wanted trade agreements. Congress gave the 
President specific authority to obtain trade policy goals, and 
there was never any suggestion that matters of a broader scope 
would be included. 

There is real danger for the United States in trying to 
solve all problems through trade negotiations. The wider you 
expand the scope of fast track, the more you can expect intrusion 
by our trading partners into U.S. policies. Moreover, we should 
not expect our trade negotiators substitute their expertise for 
that of other agencies in our government. The way to avoid these 
potential pitfalls is to keep fast track "clean," unencumbered by 
side agreements. 

The second issue facing fast track is the need for new 
procedures because of the "pay as you go" rules of the 1990 
budget agreement. When fast track was designed in 1974, we 
obviously had nothing like the current budget rules in mind. 

While I vigorously support the need to reduce the budget 
deficit, it is frustrating that important trade agreements — 
which are complicated enough in themselves — have had their 
approval complicated further by the need to decide on funding 
changes for programs unrelated to trade policy. Moreover, 
legislators are now forced to take an up or down vote on 
legislation that covers not only complex trade agreements, but 
also complex decisions on federal budget priorities. 

There is no easy or obvious solution to this problem. As my 
friend and law partner Robert Strauss would say, "This is a chasm 
that needs to be crossed in two steps." One possible solution 
would be to create a mechanism whereby the necessary budget cuts 
would be considered outside of fast track procedures. I am 
concerned, however, that this would slow down and complicate the 
approval of trade agreements even further. 

A second solution would be to allow special "scoring" for 
the budget impact of trade agreements. After all, tariff cuts 
spur trade and therefore ultimately have the effect of 
increasing, rather than decreasing, federal revenues. However, I 
do not need to tell the members of the committee how 
controversial such "dynamic scoring" might become. 

The best solution, and the one I urge you to follow, would 
be for Congress to exempt all fast track trade agreements from 
the budget rules, similar to the waiver passed for the Uruguay 
Round. Such a blanket waiver would eliminate the need to either 
satisfy or waive the budget rules for each individual trade 
agreement. 
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Trade agreements deserve such a blanket waiver. We 
negotiate and conclude these agreements because they boost our 
economy. We are the largest exporter in the world and home to 
the lion's share of the world's multinational corporations. We 
stand to gain the most from these agreements that lower trade 
barriers to American goods and services around the world, much 
more than is temporarily lost from cuts in tariffs. I recognize 
that this exception would be opposed by some, but I believe that 
the unique character of trade agreements justifies such an 
exception. Fast track is a good way to pass trade agreements, 
but it is an impractical means for deciding budget policy issues. 
A pay-go waiver would eliminate an unnecessary complication from 
both fast track trade agreements and the budget process. 

Allow me to close by observing that we are discussing fast 
track because countries around the world are negotiating trade 
agreements of increasing scope with growing frequency. The 
United States cannot afford to sit by while the world changes so 
dramatically and at such a pace — we need to be able to reduce 
tariffs and nontariff barriers around the globe. If the United 
States is forced to disengage from this process because the 
President and Congress cannot agree on fast track authority, our' 
international economic future could be jeopardized. 


I will be happy to answer any questions that any members of 
the committees may have. 
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Mr. Dreier. Thank you very much, Mr, Rivers. 

I would like to pose just one question. 

Bill, vou indicated that you dddn’t want to say a certain time- 
frame TOT fast track beyona having it extend to uie next adminis- 
tration. I would like to ask about the constraint for the 
nonamendable implementing bill, 45 days, 45 legislative days, 
which conceivably could work out to be about 3 months. Do you 
think that should be modified at all? 

Mr. Frenzel. No. I don't say that it can’t be modified, Mr. Chair- 
man, but I think it has proved to work all right; and I am reluctant 
to make it any longer because the only thing that is more impor- 
tant than the adjective fast is the other adjective — single. It is a 
single track because it can only go up or down, and it is a fast 
track because Congress has to take it up at a time certain. 

I wouldn’t recommend extending it or contracting it, but it may 
be that you can do it a little bit without hurting it. 

Mr. Dreier. Mr. Beilenson. 

Mr. Beilenson. Thanks, Mr. Chairman. 

We do have a vote on. I don’t have any questions of these gentle- 
men. I found their testimony to be very direct, to the point, and 
what you both said are things I agree with, so I we will leave it 
at that. 

Surely good to see you, Mr. Frenzel. 

Mr. F^NZEL. Thank you, Tony. 

Mr. Dreier. Thank you, Mr. Beilenson. 

We are going to recess. I suspect that if you all could stay for 
a few minutes, there are a number of Members who I think would 
like to pose a few questions to you, and I would hope that we could 
reconvene in 5 or 8 minutes. That is what Mr. Crane indicated, and 
we are going to try and work that out. Thank you. 

The subcommittees stand in recess. 

[Recess,] 

Chairman Crane [presiding]. Folks, I think if you will take your 
seats, we can get started. The others will be filtering in after this 
journal vote. 

Let me start off by asking both of you the same question. That 
is, is it serious to believe tnat an international trade agreement 
could be negotiated if there were no fast track process in place 
where, ultimately, after the negotiations, we got a straight up or 
down vote in Congress? How far do you think we might be able to 
proceed in negotiations with Chile, for example, in the absence of 
fast track extension? 

Mr. Frenzel. Mr. Chairman, I believe we cannot negotiate with- 
out fast track. As the world got complicated, we needed the fast 
track. I believe that if we hadn’t had it in 1974, we couldn’t have 
ratified the Kennedy round, and I don’t think we could have rati- 
fied any of the rounds since. 

So I think it is absolutely essential in this very complicated 
world to have some vehicle like this by which the President nego- 
tiates and the Congress ratifies. Particularly now with the United 
States, still the largest economy in the world, the biggest trading 
country, but less and less dominant, people simply will not nego- 
tiate with us unless they know they have a fair shot to have it ap- 
proved. 
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There is much reluctance to negotiate even with the fast track, 
because countries must negotiate, sim, commit their own coun- 
tries, and then congressional approval is still needed. We are the 
only country that I know of that says you must jump that extra 
hurdle. If there was the potential for amendment in the Congress, 
I don't think we could get Outer Mongolia to negotiate with us. 

Chairman Crane. Mr. Rivers. 

Mr. Rivers. I agree. Under the Constitution, the President has 
the inherent constitutional authority to negotiate with foreign 
countries, but it is the Congress that regulates trade. The Presi- 
dent can go out and negotiate but when it comes to where the rub- 
ber hits the road, so to speak, it is Congress that makes the deci- 
sions, and I can’t imagine a foreign government that is going to 
enter into serious trade negotiations with the President if they feel 
like they are going to face Congress in another implementing nego- 
tiation immediately thereafter. 

So I agree with Bill Frenzel. 

Mr. Frenzel. I think, Mr. Chairman, you mentioned Chile. My 
own judgment is that the House might be able to pass a Chile ac- 
cession to NAFTA on a closed rule, but once you send that thing 
over to the Senate, you can kiss it goodbye. Heaven knows what 
it would pick up over there — probably the price of gold, how to reg- 
ulate the militia, the anti-uzi prohibition. I certainly hope we wont 
do real negotiating with Chile under anything but a solid fast track 
authority. 

Chairman Crane, Other than Chile’s accession to NAFTA, are 
there any other trade initiatives that you folks would encourage 
the administration to undertake? 

Mr. Rivers. Well, I think one element of this debate that ought 
to be addressed in this hearing is what is out there that we don’t 
yet know about. With the world changing so dramatically, a year 
from now we may find that having this authority in the President’s 
toolbox is very, very important to seize opportunities that may 
present themselves. 

One example is, the whole process of Uruguay round regionaliza- 
tion — there is talk of some sort of new North Atlantic arrangement, 
post-NATO on the trade side, A lot of that is, at the present, some- 
what ill defined; but it is advancing rapidly. A year from now there 
may very well be opportunities that we don’t know about right 
now. 

Mr. Frenzel. Ambassador Kantor mentioned that he had some 
things he would like to begin working on in the WTO. These are 
more specific, not broad negotiations, but I believe they require fast 
track authority. 

I also think that sooner or later we have to get APEC off of this 
2020 or 2015 free trade goal, and we have to do something specific 
over there. When that time comes, the United States has got to be 
ready or the others will go without us. 

I think also the elections in Argentina mve me some confidence 
that there may be more qualifiers in South and Latin America for 
accession to NAFTA. I just don’t believe in the kind of world we 
are in today that America can afford to be without negotiating au- 
thority. Because if we won’t negotiate, others will. 
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Chairman Crane. I understand that the Advisory Committee for 
Trade Policy Negotiations issued a report recently stating — or sup- 
porting, rather, trade negotiating authority but finding that tJie 
benefits for the U.S. business sector arising out of a Chilean acces- 
sion are not sufficiently larae to overcome the heavy costs of ob- 
taining trade negotiating autnority in the current environment. 

In light of the strong language of that report, what kind of dif- 
ficulties do you think we will have in getting fast track passed? 

Mr. Rivers. Well, I don’t necessarily agree with what the advi- 
sory committee says. I think it may well be that the cost and bene- 
fits of a particular agreement with Chile may not balance out, but 
the principle of that type of negotiation in the Western Hemisphere 
is extremely important, I think. 

Obviously, the current climate is not ideal, but the current cli- 
mate is never ideal for these types of negotiations. There are al- 
ways groups that don’t want them to proceed, want to protect their 
own interest in a way that subordinates the broader national inter- 
est, but we have always had to contend with that. That is the na- 
ture of trade policy. 

Mr. Frenzel. I don’t know what they refer to when they suggest 
the cost is too high. Presumably, that is a political cost that is paid 
to bring that treaty into being. 

I agree with Dick Rivers with the thought that it is pretty hard 
to expand NAFTA until you take Chile in. The potential benefit be- 
yond Chile is enormous. So if you have to do one that doesn’t show 
a huge return, I don’t mind doing that to set the precedent that 
NAFTA is an expandable treaty and it is one that we want our en- 
tire hemisphere in for the future. 

I don’t want to outness people who are doing international busi- 
ness, but I would really be surprised to see any kind of a relatively 
free trade treaty that didn’t deliver pastime benefits at both ends. 

Chairman Crane. Do you have any general comments to make 
while we are still waiting for our colleagues to get back here? 

Let me throw one thing out for you. That is, I have had a bill 
in. Bill, for some time, promotin|f free trade agreements with Pa- 
cific rim countries. I have met with a number of the ambassadors, 
and there are some very eager to b^n those kinds of negotiations 
with us. Some are more advanced in terms of the possibility than 
others, but what is your view on the potential? 

We are planning to take a trade subcommittee trip over there 
and ending that in Osaka on November 19, which is the APEC con- 
ference they are hosting, but we will start in Australia and then 
work our way up from there. What do you think of the possibilities, 
No. 1, and. No. 2, the advisability? 

Mr. Frenzel. Well, in the first place, I think the fact that there 
will be concessional observers at the APEC Osaka meeting is ex- 
traordinari^ important. I think that APEC has got a pretty good 
launching. It has got a long way to go, and the fact that you are 
going to Dring some of our colleagues over there is an important 
recomition of what we expect long term from APEC. 

I have known about your bills, I think I have been one of your 
few cosponsors on some of those efforts. It is always worthy to 
press wherever we can with whoever will negotiate with us for free 
trade treatment or a free trade zone, whatever it may be. 
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Certainly, if we were to negotiate a free trade agreement with 
Hong Kong or Singapore, it would only be us that are lowering the 
barriers, because they don’t have very many. But I think those 
kinds of agreements, if entered into, like Australia and New Zea- 
land, like the EU and some of the Mediterranean countries, like 
the United States and Israel, like NAFTA, are always items that 
put pressure on the WTO to keep going forward, too. So I think 
th^ serve a double purpose, and I endorse them. 

Chairman Crane. Do you have any thoughts, Mr. Rivers? 

Mr. Rivers. No. I agree entirely with what Bill said about APEC 
and the importance of incorporating those developments into U.S. 
trade policy and into the post-Uruguay round world. 

I have one general comment I would like to make on fast track 
that I think bears underscoring, and that is when Congress origi- 
nally enacted this in 1974, the emphasis — and I think it was cor- 
rect at that time and I think it is correct today — the emphasis was 
heavy on consultation, consultation between the executive branch 
and the Congress, the Members of Congress, and the relevant com- 
mittees and, also— and I would like to underscore this — consulta- 
tion with the private sector. 

The entire structure of advisory committees was set up in 1974 
as part of the Trade Act of 1974, and you can’t conduct trade policy 
without almost daily consultation with those private sector advi- 
sors, the people that know their industries and know their interest 
in the world, and also with the committees of Congress. 

So the fast track won’t work without that intense degree of con- 
sultation. 

Chairman Crane. Well, gentlemen, I thank you profoundly for 
your willingness to come testify today. With no further questions 
from me and unless you have any final, concluding comments to 
make, we will adjourn this portion of our hearing, and I will call 
upon the next witnesses. Thank you again for being here. 

Mr. Frenzel, Thank you, Mr. Chairman. 

Mr. Rivers. Thank you. 

Chairman Crane. Next is Clifford Sobel, Bruce Cowen, David 
Starobin, Arthur Gundersheim, Robert Neimeth, and Mary Mi- 
nette. If you folks will get situated. 

If you are comfortable, we will start with Mr. Sobel. 

STATEMENT OF CLIFFORD M- SOBEL, CHIEF EXECUTIVE 

OFFICER, BON-ART INTERNATIONAL, AND CHAIRMAN, 

ALEXIS DE TOCQUEVILLE INSTITUTION, ARLINGTON, VA. 

Mr. Sobel. Good afternoon, Mr. Chairman and members of both 
subcommittees. Thank you for inviting me here today to offer our 
views on fast track. 

I come here in my capacity as chairman of the board of Alexis 
de Tocqueville, but I am also the chairman and CEO of two firms 
importing and exporting displays for retail stores. These companies 
employ over 450 people domestically, and I believe that the spread 
of free trade in the Western Hemisphere and throughout the world 
will allow me to employ even more people in New Jersey, Califor- 
nia, and other States. 

I will speak today about three major areas that pertain to fast 
track. First, why fast track is necessary for America; second, how 
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granting the President fast track has served the Nation well in the 
past; and, third, what are some of the ways that Congress can im- 
prove fast track. 

First, the most important reason why fast track is necessary is 
that it gives the President of the United States the credibility to 
negotiate with foreign countries in good faith. Without fast track, 
it would be far more difficult for the President to conclude addi- 
tional trade a^eements, whether with Chile or other nations. 

In my experience as a businessman, the people sitting across the 
table from you must have confidence that the concessions they 
make will not be continually anted up. Given the constitutional 
prerogatives of Congress, a foreign nation would have every reason 
to fear that a trade agreement with the United States would be re- 
opened, picked apart, and returned in a different form without fast 
track. 

A second key point is that fast track authority has served the 
Nation well in the past. The Tokyo round, Uruguay round, United 
States-Canada trade agreement, and NAFTA have all come to fru- 
ition iinder the grant of fast track authority. GATT, as just con- 
cluded in the Uruguay round, is expected to generate 1.4 million 
jobs in the United States by its 10th year of implementation. GATT 
negotiators spun such an intricate web involving so many nations 
and issues that if the U.S. Congress were to be removed or added 
one or more parts, it would have jeopardized the entire aCTeement. 

The third and probably most important area I would like to dis- 
cuss is how fast track authority can be improved. The best reform 
would be for Congress to consider removing trade agreements from 
the pay-as-you-go strictures of the Budget Enforcement Act of 1990. 
Pay as you go should be waived pursuant to fast track, since nearly 
every economist since Adam Smith in the Wealth of Nations has 
discussed how reducing tariffs actually increases government reve- 
nues by raising the volume of trade and by boosting economic 
growth. I believe Congressman Zimmer this morning addressed 
that very ably. 

However, under a static scoring system and the nineties Budget 
Act, tariff cuts must be paid for by raising taxes someplace else. 

To give you an idea of the absurd situations that can predictably 
take place under the current law, look at what occurred during 
GATT. Even though everyone knew GATT would increase revenues 
overall — and detailed analyses showed that this would be the 
case — Confess and the administration were forced to scramble to 
come up with revenue replacements. 

The result? To take one example. Congress froze the maximum 
annual contributions emnloyees could make to their 401Gt) plans in 
1995 and then limited the increase in the maximum contribution 
for future years to below the rate of inflation. 

When every economic and political leader is decrying the poor 
rate of savings in America, it seems counterproductive to balance 
a positive development such as a free trade pact with something 
not only negative but totally unrelated, such as placing limits on 
how much people can save for their retirement in a given year. 

Another area ripe for reform is negotiating objectives. I do not 
believe that Congress should burden fast track authority with such 
objectives as raising the labor and environmental standards of our 
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negotiating partners. In the long run, increased trade, by increas- 
ing a count^s wealth, will do more to help the Nation’s workers 
and environment than anything we can attempt to dictate throxigh 
negotiations. 

In this country, U.S. labor and environmental laws are currently 
quite controversial. Imagine how much more controversial they 
would be if they were dictated by a foreim power. 

What some in this countiy see as an America using its moral au- 
thority, others see as it as preaching protectionism or worse. When 
American negotiators at GATT attempted to multilateralize the 
U.S. approach to workers’ rights, developing countries in particular 
were vocally negative. 

As author Patrick Low noted in “Trading Free,” a book on GATT, 
some of the more emotive interventions from developing countries 
questioned the sincerity of U.S. concerns about the welfare of for- 
eign workers. Others raised racial considerations. The underlying 
assumption was that a workers’ rights agenda would be used to re- 
duce wage differentials through government intervention, thereby 
undermining a vital developing country source of comparative ad- 
vantage. 

In conclusion, I would urge the subcommittees to approve an ex- 
tension of fast track negotiating authority, and I hope you will con- 
sider the reforms on fast track that I discussed here today. Thank 
you. 

[The prepared statement follows:] 
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CUfTord M. Sobel 
Chairman of the Board 
Alexis de Tocqueville Institution 
Arlington, Virginia 

Mr. Chairmen and Members of both Committees, thank you tor inviting me to appear 
here today to offer my views on fast track. I come here in my capacity as Chairman of the 
Board of the Alexis de Tocqueville Institution, but 1 am also the CEO of two firms active in 
imponing and cxponing displays for retail stores. These companies employ over 450 people 
and I believe that the spread of free trade in the Western hemisphere and throughout the world 
will allow me to employ even more men and women in New Jersey, California, and in other 
states. 

1 will speak today about three major areas that pertain to fast track. First, why fast 
track is necessary for America. Second, how grantii^ the President fast track has served the 
nation well in the past. And third, what arc some of the ways that Congress can improve fast 
track. 

First, the most important reason why fast track is necessary is that it gives the 
President of the United States the credibility to negotiate with foreign countries in good faith. 
Without fast track, it would be far more difficult for the President to conclude additional trade 
agreements, whether with Chile or other nations. In my experience as a businessman the 
people sitting across the table from you must have confidence that the concessions they make 
will be not continually anted up. Given the Consiinitional prerogatives of Congress, a foreign 
nation would have every reason to fear that a trade agreement with the U.S. would be re- 
opened. picked apan. and returned in a different form without fast track. 
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A second key point is that last track authority has served the nation well in the past. 

The Tokyo Round, the Uruguay Round, the U S. Canada trade aereemeni, and NAFTA aJ] 
came to fruition under the grant of fast track authority. GATT, as just concluded in the 
Uruguay Round, is expected to generate 1.4 million |obs in the United States by its 10th year 
ot implementation. GATT negotiators spun such an intricate web involving so many nations 
and issues that if the U.S Congress were to have removed or added one or more parts, it 
would have jeopardized the enure agreement. 

The third and most important area 1 would like to uiscuss is how fast track authority 
can be improved. The best reform would be for Congress to consider removing trade 
agreements from the pay as you go " strictures or the Budget Enforcement Act or 1990. "Pay 
as you go " should be waived pursuant to fast track, since nearly every economist since Adam 
Smith in the Wealth of .Nations has discussed how reducing tariffs acmally increases 
government revenues by raising the volume of trade and by boosting economic growth. 

However, under a static scoring system and I990's budget act tariff cuts must be "paid 
for ' by raising taxes someplace else. To give you an idea of the absurd situations that can 
predictably take place under the current law look at what occurred during GATT. Even 
though everyone knew GATT would increase revenues overall, and detailed analyses showed 
this would be the case. Congress and the Administration were forced to scramble to come up 
with revenue replacements. The result? To take one example. Congress froze the maximum 
annual contributions employees could make to their 401(k) plans in 1995 and then limited the 
increase in the maximum contribution for future years to below the rate of inflation. When 
every economic and political leader is decrying the poor rate of savings in America, ii seems 
counterproductive to balance a positive development, such as free trade pact, with something 
not only negative but totally unrelated, such as placing limns on how much people can save for 
iheir retirement in a given year. 

Another area ripe for reform is negotiating objectives. I do not believe that Congress 
should burden fast track authority with such objectives as raising the labor and environmental 
standards of our negotiating partners In the long run. increased trade, by increasing a 
country s wealth, will do more to help a nation s workers and environment than anything we 
can attempt to dictate through negotiations. As we know m this country, U.S. labor and 
environmental laws are currently quite controversial imagine how much more controversial 
they would be if they had been dictated by a foreign power * 

Whai some in this country see as America using its moral authority, others see as 
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preaching proiecrionism. or worse. When American negociaiors at GATT attempted to 
multilateralize the U S. approach to workers' rights, developing countries in particular were 
vocally negative. As author Patrick Low noted in Trading Free, a book on GATT. "Some of 
the more emotive interventions [from developing countriesi questioned the sincerity of U S. 
concerns about the welfare of foreign workers. Others raised racial considerations. The 
underlying assumption was that a workers' rights agenda would be used to reduce wage 
differentials through government intervention, thereby undermining a vital develop ing-country 
source of comparative advantage. " 

In conclusion, I would urge the committee to approve an extension of fast track 
negotiating authority. And 1 hope you will consider the reforms on fast track that 1 discussed 
here today. Thank you. 
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Chairman Crane. Thank you, Mr. Sobel. 

Something I want to remind all of you is that while we have a 
guideline or tiying to confine presentations, confine them to 5 min- 
utes, that if you have any longer statements or materials you want, 
it will all be inserted in uie record. 

Mr. Gundersheim. 

STATEMENT OF JACK SHEINKMAN, PRESIDENT, AMAL- 
GAMATED CLOTHING AND TEXTILE WORKERS UNION, AS 

PRESENTED BY ARTHUR GUNDERSHEIM, ASSISTANT TO THE 

PRESIDENT, DIRECTOR OF INTERNATIONAL AFFAIRS, 

AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION 

Mr. Gundersheim. Thank you, Mr. Chairman. I trust my state- 
ment will be entered into the record. 

The issues we want to raise today in terms of fast track are — 
it is almost not the question. The question of trade is, How is it 
done? The question is, How does it really benefit people? How does 
it enhance living standards and how does it truly promote world 
increases in wealth? 

The issue of trade, in and of itself, is not by definition, automati- 
cally great and wonderful for every participant. I obviously picked 
in my written testimony the extreme example of China at the turn 
of the century — trade benefits there, one could say, were not over- 
whelmingly iJeneficial for them. 

The issue is. What are the standards by which we are going to 
enter into trade negotiations? What are the objectives and what are 
the ultimate goals that the United States is trying to seek in enter- 
ing into agreements? 

In that sense, this debate over fast track or no fast track is al- 
most not quite the issue. It is irrelevant in a way. Because if there 
were no fast track, you would debate the merits of a trade agree- 
ment at the end of the agreement. But, in effect, you debate the 
merits of a trade agreement while it is being negotiated. 

The same demands that Congress would make in terms of the 
contents of an agreement and certain parameters of the negotia- 
tions and the certain objectives that a particular Congressman 
would like to see, or Senator, those are entered into in the process 
of negotiation; and they frequently hold up the negotiations just as 
they would if there were a vote at the end of the process. 

Carla Hills would have signed the Uruguay agreement in 1991 
if it weren’t for the fact that certain Members of Congress objected 
to what was sitting on the table at that point in time. We didn’t 
have the aCTeement in 1991. 

So I dorrt understand why the issue is as vital as some people 
seem to make it. 

The real issue is, What is it that we want to see? If some people 
in the rest of the world don’t like our democratic process and they 
don’t like a representative government, that is their problem. I 
don’t think the exigencies of trade should override our democratic 
principles. That goes to the issue of whether labor rights and the 
treatment of human beings is an essential part of trade agree- 
ments. 

I always thought under Economics 101 there were three factors 
in production; land, which are basically resources, labor, and cap- 
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ital. Somehow we seem to feel that labor is not a contingent part 
of this whole equation and we just ought to write it out. 

The whole purpose of trade is to see how the benefits of the en- 
hanced wealth created adhere to the people who produce it. Unless 
there is some opportunity and necessity in the goals of the negotia- 
tions to make sure that that happens, we don’t see any purpose in 
trade negotiations. 

The only way we see that can be accomplished currently in the 
world is by an absolute commitment to the simple rights of people 
to associate, the opportunity to pursue their goals collectively, and 
to share, within their own particular systems, ways in which the 
benefits of trade could be ensured to them. 

We traditionally in our own country said child labor — and child 
labor very carefully defined, Mr. Chairman, because I recognized 
your question to Ambassador Kantor — that there are limitations in 
terms of the ways and ages at which people should work, in what 
industries they should work, and how many hours they should 
work. There are limitations under the physical conditions that peo- 
ple ought to work, that there are health and safety laws, there are 
all kinds of other limitations that we place so the benefits of the 
economic environment adhere to everybody. 

Now all we are simply saying is that this has to be an essential 
part of any future trade negotiations. Without that, I think you will 
find the labor movement in very strong opposition. 

I want to make a couple other points. One is that there has to 
be, in addition, a means by which to deal with the problem that 
several nations never enforce their own laws or their own practices. 

NAFTA presented a vety interesting, innovative idea in the 
sense that people in the private sector, the nongovernmental orga- 
nizations, can petition to try and get nations who are participants 
in the agreement to enforce their own laws. They can rectify their 
failure to enforce particular situations that, as a consequence of 
which, create an artificial competitive advantage, and I think that 
ought to be considered seriously in any future trade negotiation ob- 
jectives. 

One other thing you have to deal with is imanticipated con- 
sequences. Obviously, since NAFTA was negotiated, and even the 
Canadian free trade agreement, there have been dramatic changes 
in the currency markets. Therefore, many of the balances achieved 
in that agreement no longer are in effect. In fact, we would per- 
ceive that as being a vastly unequal treaty at this moment. 

There has to be a mechanism created — and I know there are re- 
opener clauses — but a specific mechanism created so that the terms 
of trade that were amreed to at the time of negotiations can be dra- 
matically and quickly addressed if the circumstances change such 
as to change the balance that was achieved initially. 
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Finally, I want to say that if fast track were to be limited to 
Chile only, I would hope that there would be no restrictions in 
terms of what could be negotiated on the labor and environmental 
front. We have had very strong indications from the Chilean Gov- 
ernment, from the Chilean labor movement, that they are willing 
to enter into a labor rights agreement with the United States of a 
much stronger nature and a much firmer nature than currently ex- 
ists in NAFTA. We would hope that the two countries have the 
ability to enter into such an agreement without constraints being 
placed on it by Congress. 

Thank you very much. 

[The prepared statement follows;] 
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TESTIMONY OF 

THE AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION, AFL-CIO 
JACK SHEINKMAN, PRESIDENT 

PRESENTED BY ARTHUR GUNDERSHEIM, ASSISTANT TO THE PRESIDENT 
DIRECTOR OF INTERNATIONAL AFFAIRS 


HEARING ON EXTENSION OF FAST TRACK AUTHORITY 
FOR FUTURE TRADE AGREEMENTS 

TO CHAIRMEN CRANE AND DRIER AND MEMBERS OF THE 
WAYS AND MEANS SUBCOMMITTEE ON TRADE AND 
RULES SUBCOMMITTEE ON RULES AND ORGANIZATION 


MAY 17, 1995 


Chairmen Crane and Drier and Members of the Subcommittee; 

Our union of some 230,000 members has always been an advocate 
of development, and not a spokesman for "protectionism." we fully 
understand that trade can act as a major means to improve living 
standards and raise wealth for all participants. 

But we also know that trade likewise can be a disaster, a 
means for enhanced exploitation of people, destruction of nations 
and often historically responsible for many a war. The issue is 
not more or less trade, but how it is done. Just ask the Chinese 
of a century ago whether being forced to open their markets to 
global trade was such a great thing; for them it meant humiliating 
treatment of their workers, destruction of their nationhood and 
millions of opium addicts. 

To those who forget this history now argue that labor and 
human rights have nothing to do with trade. These advocates also 
forgot their first lesson in economics -- that the basic inputs of 
production are land, labor and capital. To negotiate international 
rules regarding only two out of these three is preposterous. 

Others testifying at this hearing will set forth the long 
bipartisan history of including treatment of workers as one of our 
major objectives in trade policy. After all, when our own nation 
found that totally free markets led to huge swings between boom and 
bust cycles, to the most frightful working conditions, to massive 
financial frauds, to robber barons and mass poverty. Congress said 
enough. We have other society wide values co-equal to, or more 
important than, economic productivity and pure commercial concerns. 
Thus we established a tax system meant to spread the wealth from 
economic activity to all members of society while it still rewarded 
initiative, effort, and risk. We established Fair Labor Standards 
and a minimum wage, outlawed use of child labor and set reasonable 
levels of health and safety conditions. We mandated transparent 
filings in capital markets and requirements of honest accounting 
for public corporations. Numerous ways were set to prevent 
monopoly or other abuses of market power. We set rules of 
interstate commerce to prevent a destructive competition of one 
state against another which resulted in a race to the bottom, 
rather than a raising common denominator. 
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So the lesson is clear. Without an absolute commitment to 
worker rights and standards, to simple human rights of association 
and opportunity to pursue goals collectively, giving "fast track" 
negotiating authority to the President is unacceptcible to our 
members. If future Congressional action on trade agreements is to 
be circumscribed and limited, then Congress has the obligation to 
mandate components of such an agreement (or agreements) . For us, 
the human factor of economic activity is of higher priority than 
all other terms of trade. 

However, stating labor rights as a necessary condition of 
future trade agreements is not the complete requirement . There has 
to be an effective enforcement mechanism, particularly since many 
of these matters are dependent upon national governmental action, 
not international action. 

The side agreements of NAFTA contain a very innovative feature 
chat should be expanded and made part of all future agreements. 
The side agreements allow private sector people or organizations to 
petition against the failure of our trading partner to enforce 
their own laws within its boundaries and seek redress from this 
"artificial" government created competitive advantage. Just as we 
are demanding that the Japanese government answer to and rectify 
its failure to foster domestic competitive practices in the current 
auto industry negotiations, so should all national practices 
designed to gain unreasonable advantage be open to formal 
challenge . 

New trade agreements also must contain specific reopener 
requirements if the underlying conditions or unanticipated events 
significantly change the balance agreed upon at the time of signing 
or ratification. The currency crisis in Mexico and the 30% 
devaluation of the Canadian dollar have greatly undermined the 
balance of concessions negotiated in the Canadian and NAFTA 
agreements. U.S. workers and companies are now faced with 
competitive pressures never expected. In effect, we now face a 
very inequitable NAFTA agreement - one that never would have passed 
Congress under current conditions. Creating high incentives for 
American companies to locate or expand their production in our 
competitor's countries merely to use them as export platforms is 
not what trade is about . 

In fact the explosion of Foreign Trade Zones (FTZ's) 
throughout the world undercut the very purposes of expanding trade. 
FTZ's sole function are to create exemptions from a country’s 
domestic laws, policies and practices so as to induce foreign 
investment or processing. The products produced are not allowed to 
enter the domestic market. The usual pressures of economic forces 
to raise wages, retain wealth and pay for infrastructure are 
absent, thus hindering local development, not assisting it. In 
fact FTZ's should be made an illegal means of international 
competition. 

One final point. There has been some discussion of 
restricting Fast Track authority to negotiations only with Chile as 
a first step in expanding NAFTA. There is a chance in these 
negotiations that the two governments may agree to expand or 
enhance labor rights and environmental agreements from what NAFTA 
currently contains. In short, what is known in the slang of trade 
as a "consenting adults" clause. 

We would be strongly opposed if Congress mandated restrictions 
on what the two countries could negotiate on these issues. 
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In a world increasingly moving toward an global market place 
the conditions under which products and services are produced are 
as important as the traded items themselves. If the benefits of 
increasing trade are to contribute to economic development, there 
has to be a guaranteed way by which workers and the general 
citizenry can share in an increased standard of living. Assurances 
of the right to form unions, to bargain freely in a democratic 
environment and to set minimum standards of work are the only way 
this will happen. 
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Chairman Crane. Thank you. 

Dr. Starobin. 

STATEMENT OF JAY MAZUR, PRESIDENT, INTERNATIONAL 

LADIES’ GARMENT WORKERS’ UNION, AS PRESENTED BY 

HERMAN STAROBIN, PHJ)., RESEARCH DIRECTOR, 

INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION 

Mr. Starobin. Thank you for this opportunity to testify on fast 
track issues. 

We oppose the use of fast track because Congress ends up dele- 
gating too much of its authority to the executive branch. That au- 
thority is clearly cited in article 1, section 8 of the Constitution. 
However, if Congress in its wisdom decides to grant such authority, 
it should include in it provisions on worker ri^ts and labor stand- 
ards. 

Such provisions are not new to U.S. trade law. Let me mention 
just a few examples. 

The Trade Act of 1974 listed among our Nation’s objectives in the 
Tokyo round negotiations of the General Agreement on Tariffs and 
Traae “adoption of international fair labor standards.” 

The Omnibus Trade and Competitiveness Act of 1988 includes 
among our Nation’s major objectives in the GATT Uruguay round 
promoting respect for worker rights, ensuring that the benefits of 
the trading system are available to all workers, £ind adoption by 
GATT of the principle that denial of worker rights should not be 
a means hy which a country or its industries gain competitive ad- 
vantage in international trade. 

CBI, Caribbean Basin Initiative, legislation states that, in des- 
ignating a beneficiary country, the President must take into ac- 
count the degree to which its workers enjoy reasonable workplace 
conditions and collective bargaining rights. CBI, you will recall, 
was proposed by President Reagan in 1982 and went into effect on 
January 1, 1984. 

When the GSP was established during the Nixon and Ford presi- 
dencies, renewed by Congress in the Trade Act of 1984, and signed 
into law again by President Reagan, it included specific provisions 
on worker rights. The President was prohibited from designating 
any countiy for GSP benefits which had not or was not taking 
steps to afford internationally recognized worker rights. 

Section 503 of the act defined these rights as: 

the right of association, the right to organize and bargain collectively, a prohibition 
on the use of any form of forced or compulsory labor, a minimum age for tne employ- 
ment of children and acceptable conditions of work with respect to minimum wage, 
hours of work, and occupational safety and health. 

The argument that labor and environmental standards have no 
relation to trade and therefore are not germane in negotiating 
trade agreements is seriously flawed. If this were the case, it could 
also be argued that intellectual property and financial services, 
among other factors, have no place in a trade a^eement. 

The notion of comparative advantage cannot ignore the compara- 
tive advantage that some countries exercise through lax labor laws, 
poverty level wages, and frightful environmental standards. 

The collapse of the Mexican economy, as an examination of trade 
data shows, raises serious doubts as to whether new markets have 
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truly been created as a result of trade policy. They raise the ques- 
tion as to whether, in the words of the advisory on this hearing, 
“the benefits to the economy achieved are dramatic and proven,” 

We are told that every $1 billion in exports creates 20,000 jobs. 
Ambassador Kantor changed that to 17,000 in his testimony today, 
but the 20,000 figure is the one tliat has been generally used. That 
fimre was developed by the Commerce Department tor the Bush 
administration NAFTA negjotiators. 

Our chief NAFTA negotiator at the time, Julius Katz, told the 
Wall Street Journal on January 4, 1995, that, “The job numbers 
are totally phony numbers. My great regret is we got trapped into 
that armment.” 

We mso continue to be subjected to the misclassification of ap- 
parel export data to bolster the case for trade policy. Exports of ap- 
parel parts for assembly and return as finished in products to the 
United States under item 9802 of the Harmonized Tariff Code, for 
example, are commingled with exports of finished in product. 

Last year, our government negotiated an agreement with India 
that provided for reciprocal market opening for apparel and textile 
products. Given its low living standards, however, it is doubtful 
that India provides any appreciable market for U.S. imports. 

Moreover, in its WTO accession statement, India reserved the 
right to invoke article 18(b) of the GATT which was carried over 
into the WTO. This article allows a developing country to invoke 
balance of payments criteria and institute new quotas and tariffs. 

We have questioned the reported successes of trade policy in our 
testimony. It seems clear that for reciprocal market opening to 
work, especially with the developing world, the United States must 
follow a policy that would help to create an effective market in 
these countries. 

This brings me back to the conclusion that worker rights, labor 
standards, and attention to environmental concerns are as impor- 
tant in trade policy as any other factor. Markets can be effectively 
opened if our trade policies incorporate these standards, making it 
clear to the minute elite in the developing world and U.S.-based 
multinationals that this is the only way we can benefit the people 
of our own country and assist those in a developing world. 

Thank you, Mr. Chairman. 

[The prepared statement follows:] 
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Before the 

Subcommittee on Trade, Ways and Means Committee 
and the 

Subcommittee on Rules and Oi;ganizauon, Committee on Rules 
U. S. House of Representatives 
May 17, 1995 


ON THE EXTENSION OF “FAST TRACK" PROCEDURES 

STATEMENT OF JAY MAZUR, PRESIDENT 
INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION 
AS PRESENTED BY HERMAN STAROBIN, PH.D., RESEARCH DIRECTOR 
INTERNATIONAL LADIES’ GARMENT WORKERS’ UNION 

Thank you, Chairman Crane and Chairman Dreier, for this opportunity to appear today before 
your committees to testify on fast track issues. My comments are made on behalf of the 
International Ladies’ Garment Workers’ Union and our 155,000 members who produce women’s 
and children’s apparel and related products in more than two-thirds of our nation’s fifty states. 

We are on record in opposition to the use of fast track authority to promote the North American 
Free Trade Agreement and the Uruguay Round of the General Agreement on Tariffs and Trade 
for reasons which I will elaborate on below. Our primary reason for opposing fast track and 
its use from time to time is that, despite arguments to the contrary. Congress ends up delegating 
too much of its constitutional authority. This limits the ability of Congress to shape trade 
policy. 

Granting fast track authority to negotiate an accession agreement to the NAFTA with the 
government of Chile appears to be the immediate issue before the Congress. However, if the 
Congress decides to grant such authority, we believe it essential to include in any further grant 
of fast track authority provisions on worker rights and labor standards. 

In the "Advisory" for this hearing, Chairman Crane says that "fast track authority should be 
limited to trade legislation, and it is not appropriate to use fast track authorization for legislation 
involving issues not directly related to trade or not necessary to implement the trade agreement." 
Chairman Dreier states that, "there are increasing concerns that provisions not closely related 
to trade agreements are being attached to implementing legislation in order to receive expedited 
consideration." 

The statements by both Chairmen do not specifically mention provisions on worker rights and 
labor standards or environmental considerations. However, it seems clear that some in the 
Congress, among them the chairmen of the two subcommittees, do not see these matters as 
"closely related* or "directly related" to trade or that they may be a major issue. These issues, 
it will be recalled, played an important role in discussions and debate on both the NAFTA and 
GATT enabling legislation. 

Because of opposition to linking trade and worker rights and the environment, weak side 
agreements on both issues were negotiated in the case of NAFTA in order to insure passage of 
the agreement by the Congress. For the same reason, labor rights and environmental provisions 
were completely eliminated from the legislation to implement the Uruguay Round. In the tatter 
action, it is worth pointing out that some other matters not "closely" or "directly" related to 
trade were included. 

Worker rights and labor standards arc not new to U. S. trade law. The Trade Act of 1974 listed 
among our nation’s objectives in the Tokyo Round negotiations of the General Agreement on 
Tariffs and Trade "adoption of international fair labor standards". (Section 121 (a) (4). The 
Omnibus Trade and Competitiveness Act of 1988 includes among our nation’s major objectives 
in the GATT Uruguay Round promoting respect for worker rights, ensuring that the benefits of 
the trading system arc available to all workers and adoption by GATT of the principle that 
denial of worker rights should not be a means by which a country or its industries gain 
competitive advantage in international trade. 
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The Caribbean Basin Economic Recovery Act, generally known as the CBI, states that, in 
designating a beneficiary country, the President must take into account, among other factors, the 
degree to which its workers enjoy reasonable workplace conditions and collective bargaining 
rights. CBI was proposed by President Reagan in 1982, passed by the Congress in 1983 and 
went into effect on January 1, 1984, 

When the General System of Preferences was established during the Nixon and Ford presidencies 
and renewed by Congress in the Trade Act of 1984 and signed into law by President Reagan, 
it included specific provisions on worker rights. The President was prohibited from designating 
any country for GSP benefits which had not or was not taking steps to afford internationally 
recognized worker rights to its workers. These rights are specific^ ly defined under the 1984 
Trade Act, Section 503, as 

"(A) the right to association; 

"(B) the right to organize and bargain collectively; 

"(C) a prohibition on the use of any form of forced or compulsory labor; 

"(D) a minimum age for the employment of children; 

"(£) acceptable conditions of work with respect to minimum wages, hours of work, and 
occupational safety and health.” 

The "Advisory" also lays out the circumstances under which fast track was used to negotiate 
NAFTA and the Uruguay Round agreement. It makes the point that, "[t}he purpose of the fast 
track approval process was to preserve the constitutional role and fulfill the legislative 
responsibility of Congress with respect to trade agreements. At the same lime, the process was 
designed to ensure certain and expeditious action on the results of the negotiations and on the 
implementing bill with no amendments." 

Article I, Section 8 of the Constitution explicitly states that, "The Congress shall have Power 
... To regulate Commerce with foreign Nations...." The granting of fast track authority to the 
Executive Branch means that the Congress accepts trade agreements negotiated by the Executive 
Branch without the right to amend such agreements. It transfers from the Congress to the 
Executive Branch the making of trade policy. 

Congress should maintain its constitutional power to "regulate Commerce with foreign Nations". 
It should insure the most open debate on any agreement without limitations and exercise its right 
to amend trade agreements. It should restore the power given to it by the Constitution. 

The "Advisory" notes that the Administration is to negotiate with Chile on possible accession 
to NAFTA. Chairman Crane says that "[bjecause the benefits to the economy achieved by 
opening new markets to U. S. exports and reducing foreign trade barriers to U. S. goods and 
services through trade agreements are dramatic and proven, we must give the Administration the 
expedited authority it needs to negotiate and conclude these agreements. " 


To the best of our knowledge, of the hundreds of agreements negotiated over the years by 
successive U. S. administrations, the only ones which used fast track procedures were NAFTA 
and GATT. No one has ever satisfactorily explained why trade agreements now require fast 
track authority. What has changed? Why has it suddenly become necessary for Congress to 
delegate even more of its authority to negotiate trade agreements to the Executive Branch? 

Since the enactment of the Reciprocal Trade Agreements Act of 1934 by the Congress, it has 
periodically delegated its constitutional authority to the President to negotiate and to proclaim 
reductions in tariffs under reciprocal agreements, subject to specific conditions and limitations. 
Sections 1 102(b) and 1 102(c) of the Omnibus Trade and Competitiveness Act of 1988 authorize 
the President to negotiate agreements with foreign countries, subject to congressional 
consultation, and "fast track" requirements for approval of bilateral and multilateral agreements. 
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In its wisdom, and perhaps in recognition of its constitutional obligations, Congress has tied fast 
track procedures to specific dates in line with anticipated trade negotiations. Fast track is not 
a blanket authority; it exists within given time frames and can either be renewed or not renewed 
by the Congress. 

As we will show below, the trade agreements negotiated by successive administrations under fast 
track have been far less successful in creating private sector jobs in the U. S. Nor have they 
created good jobs for the people of our trading partners. Nor have they provided the other 
benefits claimed for them. It is difficult, indeed, to find any reason to view them as beneficial 
to our nation's economy and its workforce. 

In prior testimony on NAFTA and the Uruguay Round before the Trade Subcommittee of the 
Ways and Means Committee and the Senate Finance Committee, we have expressed serious 
doubts as to what, in fact, has been, or could be, achieved in such agreements. Before 
summarizing those conclusions and the contemporary situation resulting from the recent 
agreements, I would like to make a few additional comments. 

It is difficult to understand why there is such a rush to judgment on what an agreement that may 
lead to Chile’s accession to NAFTA will accomplish well before negotiations have even started. 
It would make more sense to hold off granting of fast track authority to any Administration until 
it becomes clearer exactly what such an agreement might entail. So far, to the best of our 
knowledge, only very preliminary discussions have been held with Chile. Congress should ask 
for progress reports on a step-by-step basis before indicating readiness to grant fast track 
authority. 

We see the argument that labor and environmental standards have no relation to trade and, 
therefore, are not germane in negotiating a trade agreement as seriously flawed. If this were 
the case, it could also be argued that intellectual property rights, for example, also have no place 
in a trade agreement. 

This argument goes to the very issue of what is bade and how bade between and among nations 
is implemented. The very notion of comparative advantage cannot ignore the comparative 
advantage that some countries exercise through lax labor laws, poverty-level wages and the 
ignoring of environmental standards which U. S. companies are required to enforce. 

Nor does trade mean, as we shall show, the export of p^ to low-wage counbies with poor or 
unenforced environmental standards and assembled there with low-cost labor and then returned 
to the U. S. This kind of *trade” is one in which U. S. companies trade with themselves and 
not with the so-called beneficiary counbies. 


The collapse of the Mexican economy at the end of last year and examination of trade data raise 
serious doubts as to whether new markets have truly been created as a result of trade policy. 
They raise the question as to whether "the benefits to the economy achieved ... are dramatic and 
proven." 

Clearly, there are those who have benefitted from trade policy, but they do not include the 
average American. We have been subjected to the use of patently incorrect dau in justification 
of trade policy. 1 would like to list some of them briefly. 

We are told that every billion dollars in exports creates 20,000 jobs. That figure was developed 
by the Commerce Department for Bush Administration NAFTA negotiators. Our chief NAFTA 
negotiator at the time, Jules Katz, told The Wall Stre et Journal on January 4, 1995 that. The 
job numbers are totally phony numbers.... My great regret is we got trapped into that 
argument." 

The 20,000 figure has subsequently been revised downward and I understand that a new figure 
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should appear shortly. Even assuming that any of these figures has some modicum of accuracy, 
it seems obvious that every billion dollars in imports results in the loss of 20,000 jobs or 
whatever the figure will be. This factor is completely ignored by sup[X)rters of trade policy, 
despite the massive merchandise trade imbalance, which is not offset by a smaller surplus in 
trade in services. 

What may have been meant was that each billion dollars of the surplus of exports over imports 
created 20,000 jobs. But that, of course, is not done because, given our unfavorable trade 
balance, more job losses would have to be reported than jobs created. 

We have also been subjected for many years to the misclassification of apparel export data, 
despite our efforts to have these data corrected. Exports of apparel parts for assembly and 
return as finished products to the U. S. under Item 9802 of the Harmonized Tariff Code are 
commingled with exports of finished product. 

Given the tremendous increase in outward processing, especially in Mexico and the Caribbean 
Basin Initiative countries, export data are grossly distorted. The General Accounting Office in 
its two-year old study, U.S. -Mexico Trade , states that Mexican trade data differed from U. S. 
data because Mexico excluded from its import figures shipments to ma quiladora operations 
because the product assembled there did not enter Mexico’s market. U.S. data, it said, do not 
distinguish between parts sent to Mexico (or any other countries, including the CBI) for 
assembly and return to the U.S. and finished product. 

The GAO recommended that U. S. export data be revised. This has not been done by the 
appropriate government agencies. False data are used to justify such trade agreements as 
NAFTA, the Uruguay Round and CBI parity and in support of extension of fast track. 

Using Bureau of the Census data and the methodology suggested by the GAO, we have found 
that new markets are not being created as a result of trade policy. Once again, to take the case 
of apparel, reported exports in 1993, net of reexports of foreign apparel, totalled $4.8 billion. 
However, $3.1 billion or 65.2 percent were exports of parts for assembly and return to the U. 
S. Yet the $4.8 billion figure was used to show how rapidly apparel exports are growing and 
that reciprocal market opening, negotiated in recent trade agreements, works. 

Further analysis underlines the conclusion that we are not opening new markets to the extent 
supporters of current trade policy assert. Of the remaining $1.7 billion in reported apparel 
exports in the 1993 data, 95.4 percent went to Canada, Japan and the European Union. This 
left a total of $77 million in real apparel exports to the rest of the world - including Mexico and 
the CBI. 

In a similar study we did last year, we found that the U. S. reportedly imported $4.2 billion 
worth of apparel from the CBI in the year ending September 1994. Of this total, $3.4 billion 
or 80 percent, were imports of apparel assembled under the Item 9802 program and the special 
CBI program. 

With respect to the alleged opening of new markets, the case of India is worthy of attention. 
USTR hailed an agreement reached with the government of India on, among other things, 
reciprocal market opening for apparel and textile products. The agreement was concluded on 
December 31, 1994, the last day for India to accede to the new World Trade Organization as 
a founding member. 

Given its low living standards, it is doubtful that India provides an appreciable market for U. 
S. imports. Of equal interest is that fact that in its accession statement to the WTO Director 
General India reserved the right to invoke Article ISQB of the GATT, which has been carried 
over into the WTO. Article 18(B) allows a "developing" country to invoke balance of payments 
criteria to institute new quotas and tariffs. 

Of perhaps even greater concern is the fact that the Indian parliament has turned down the 
Uruguay Round agreement on protection of intellectual property. The provision has been viewed 
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as crucial to U. S. trade negotiators elsewhere. Furthermore, since the WTO is a unitary 
agreement and members cannot pick and choose which articles they will abide by, it remains to 
be seen whether India can still be considered a WTO member. The Trade and Rules 
subcommittees should look into this matter. 


We have suggested in this testimony that the reported successes of recent trade policy are highly 
questionable. For reciprocal market opening to be successful, especially as it concerns the 
developing world, it is essential that the U. S. endorse a policy that would make possible an 
effective market in these countries. 

This brings us back to our conclusion that worker rights and labor standards and attention to 
environmental concerns are as important in trade policy as any other factor. Markets can be 
effectively opened if our trade policies incorporate these standards, making it clear to the minute 
elite in the developing world and U. S. -based multinationals that this is the only way we can 
benefit the people of our own country and assist those in the developing world. 

The role of U. S. -based multinational corporations is crucial in this area. As reported in the 
Survey of Current Business for March of this year, these companies represent 41 percent of U. 
S. imports and 58 percent of our nation’s exports. They should be held accountable by the 
Congress for truly contributing to our nation’s workforce and assisting Third World nations to 
raise their living standards, rather than maintaining the degradation that is so characteristic of 
working conditions in these countries. 

As the representative of all of the people of our nation, Congress should reserve its constitutional 
right to make trade policy in the interests of all of us. 
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Chairman Crane. Thank you, Dr. Starobin. 

Mr. Co wen. 

STATEMENT OF BRUCE D. COWEN, PRESmENT, TRC 

COMPANIES, INC., WINDSOR, CONN., ON BEHALF OF THE U.S, 

CHAMBER OF COMMERCE 

Mr. COWEN. Thank you, Mr. Chairman. If I could ask that my 
written statement be included in the record, I will summarize that 
statement now. 

Chairman Crane. Without objection. 

Mr. CowEN. The U.S. Chamber of Commerce’s support for fast 
track authority dates back to the 1974 Trade Act. Indeed, the 
Chamber has supported the concept of fast track trade negotiating 
authority since its inception as tariff proclamation authority in 
1934. 

The reasoning is simple. The United States trading partners will 
not sit down to negotiate an agreement that can be undone or 
modified significantly and after the fact by Congress. They need to 
know that the deal will either pass or fail as is, without the uncer- 
tainty of numerous amendments or death by a thousand cuts. 

Fast track should apply broadly in geographic terms to negotia- 
tions not only with Chile and other Western Hemisphere nations 
but worldwide. At the same time, it should be limited to trade is- 
sues and not serve as a catchall for labor, environmental, and other 
issues that are not directly trade related. 

We recognize that fast track is, in effect, a waiver of House and 
Senate rules. As such, it is a privilege, not an obligation. In return 
for that privilege, the executive branch owes it to the Congress and 
to the private sector to tell both what it is they are negotiating 
while they are negotiating. Improved U.S. access to foreign mar- 
kets has long been a bipartisan objective, even if not without con- 
troversy. 

Negotiation and approval of NAFTA in the Uruguay round agree- 
ments under three administrations and several Congresses testifies 
to that fact. But taking advantage of the resulting opportunities 
and successfully competing in those markets is up to competitive 
individual companies. 

Proinvestment, domestic, tax, and regulatory policies can do 
much to encourage competitive U.S. companies; and trade agree- 
ments can open up a lot of doors. But it is ultimately up to the 
companies themselves to walk through those doors and compete for 
the business that is available. 

We have proven that at TRC where South America is the single 
largest growth market for our environmental engineering services. 
We recently were awarded a $1 million contract to design a state- 
of-the-art municipal landfill in Santiago, Chile; and we expect to be 
awarded a contract for approximately $2 million in Colombia to re- 
mediate a pesticide contaminated property designated to be a resi- 
dential area. 

South America should contribute over $5 million in revenue to 
TRC. We are a $100 million company with 800-plus people located 
here in the United States over the next year. 



209 


Mutually beneficial trade agreements in Latin America and else- 
where should increase the potential not only for us but for compa- 
nies of all kinds and markets all over the world. 

Before I wrap up, I would just say that it is probably unusual 
for a president of a major U.S. environmental company to be sup- 
porting fast track without the labor or environmental side agree- 
ments, and the reason for that I would like to summarize. 

First, we work for U.S. companies abroad. Many of the U.S. com- 
panies abroad today are applying U.S. environmental standards 
like those being met in the United States. So by going south or 
going east or going west, they are basically stepping up the stand- 
ard for the environment within those countries. 

The second point is that banks, not only in the United States but 
internationally, are all taking actions to eliminate the kind of envi- 
ronmental hazards that we have had in the United States in the 
past and other parts of the country. There is self-regulation going 
on. 

Finally, I think if you look at the governments, governments are 
becoming more proactive. As the economies improve, the wealth 
improves. Quality of life is a very important issue. 

Mr. Chairman, I appreciate this opportunity to testify; and I will 
be happy to try and answer any questions that you or the sub- 
committees may have. 

[The prepared statement follows:] 
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STATEMENT OF BRUCE D. COWEN 
PRESIDENT, TRC COMPANIES, INC. 

ON BEHALF OF THE U.S. CHAMBER OF COMMERCE 


May 17, 1995 


Mr. Chairman and members of the subcommittees, I am Bruce Cowen, President 
of TRC Companies, Inc. TRC is a publicly owned international environmental 
engineering and consulting company headquartered in Windsor, Connecticut, focused 
primarily in the United States, Latin America and central Europe, and employing over 
800 employees throughout the United States. I am pleased to present this testimony in 
support of renewed fast track trade negotiating authority on behalf of the United States 
Chamber of Commerce, the world’s largest voluntary business federation. I am a 
member of the Chamber’s Board of Directors. 

WHAT IS FAST TRACK? 

Fast track means that when the U.S. executive branch enters into a trade 
agreement requiring congressional approval, Congress will vote on it up or down, without 
amendments, within a specified amount of time. This process is a Congressional 
invention designed to simplify the negotiating process and provide the President and his 
negotiating team with the credibility needed to approach the bargaining table. 

WHY IS FAST TRACK SO IMPORTANT? 

Fast track authority is essential if the United States is to pursue international 
trade agreements. It was critical to the implementation of the Nonh American Free 
Trade Agreement (NAFTA) and the GATT Uruguay Round Agreement. And it will be 
critical to the conclusion of any other international trade agreements that may come up 
in the future. The Chamber believes that such agreements, if properly negotiated, will 
benefit a broad base of its 215,000 business members *- ranging from most of the 
Fortune 500 companies to tens of thousands of small* and medium-sized firms. 

The Chamber’s support of presidential fast track authority is not new, but dales 
back to its support for the Omnibus Competitiveness and Trade Act of 1988, as well as 
previous legislation providing for such negotiating authority -- the 1974 Trade Act. 

Indeed, the Chamber has supported the concept of "fast track" trade negotiating 
authority since its inception as "tariff proclamation authority" in 1934. The reasoning for 
this support is straightforward -- the Um'ted States’ trading partners will not sit down at 
the negotiating table if any contracted agreement with the United States is subject to 
unilateral modifications ex post facto by Members of Congress. This is basic to doing 
business; one simply cannot expend valuable time and resources contracting with 
negotiators who are not in a position to commit their company -- or nation - to an 
agreement. 

At the same lime, such Congressional approval will require intensive, good-faith 
consultation by the executive branch and private sector during the development of 
negotiating strategy and the negotiations themselves. 
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WHAT TYPE OF AGREEMENTS SHOULD WE NEGOTIAIT: UNDER FAST TRACK? 

The primary purpose of any trade agreements we seek to negotiate should be to 
reduce trade barriers, increase opportunities for U.S. companies in global markets and, 
in so doing, increase employment and income in the United States. Toward this end, the 
objectives of trade agreements authorized and negotiated under fast-track should be 
limited to the resolution of trade issues that are generally consistent with section 1101 of 
Public Law 100-418, the "Omnibus Trade and Competitiveness Act" (19 U.S.C. 2901). 

Overall negotiating objectives should include: 

• More open, equitable and reciprocal market access; 

• The reduction or elimination of barriers and other trade-distorting policies and 
practices; 

• Strengthened international trading disciplines and procedures; and 

• Increased economic growth and employment in the U.S. and global economies. 

Specific negotiating objectives should include: 

• Expanded competitive opportunities for the export of U.S. goods; 

• More open and equitable conditions of trade for U.S. services, including financial 
services; 

• Reduction and elimination of artiCcial or trade-distorting barriers to international 
direct investment; 

• Maximum protection for intellectual property rights; and 

• Transparent, effective and timely enforcement of agreements’ rules and 
implementation of dispute settlement procedures. 

WITH WHOM SHOULD AGREEMENTS BE NEGOTIATED UNDER FAST TRACK? 

There are any number of potential opportunities to negotiate mutually beneHcial 
trade agreements. I will limit my comments on the most prominent of these 
opportunities. 

The most immediate impetus for renewal of fast track is the U.S. commitment, 
reaffirmed most recently in Miami last December, to continue expansion of NAFTA 
throughout the Western Hemisphere, beginning with Chile. Since 1992 the U.S. 

Chamber has agreed that Chile should be the next candidate for free trade agreement 
negotiations with the United States. We are pleased that formal negotiations are 
expected to begin in June after the NAFTA ministerial meeting. A comprehensive trade 
agreement with Chile based upon NAFTA’s core principles would be a win for everyone- 
-the United States, our NAFTA partners and Chile. The key to Chile’s prompt accession 
to NAFTA is prompt approval of fast-track negotiating authority of the kind discussed 
earlier in my testimony ~ authority which permits us to reach a comprehensive 
commercial agreement unencumbered by non-trade negotiating objectives. 

Rapidly bringing Chile into NAFTA is a critically important step toward building 
a hemispheric free trade area that could greatly advance U.S. economic and political 
goals in the region. Chilean accession to NAFTA would provide a signal that there is 
renewed momentum in the drive to achieve the free trade zone envisaged at the Miami 
Summit last December. In addition, a Chilean accession based upon NAFTA core 
principles would a benchmark for future steps in constructing the hemispheric wide free 
trade area. 

The potential for expanded U.S. trade and investment throughout the Western 
Hemisphere remains enormous— despite the effects on currency and fiaancial markets in 
the immediate aftermath of the Mexican peso crisis. By 1994 trade between the United 
States and Latin America exceeded $125 billion and had grown 46% over the previous 
four years. The three hundred forty million people and $13 trillion GDP of the Latin 
American region offer enormous opportunities for U.S. exports of goods and services. 
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Realizing those opportunities will« however, require U.S. leadership in sustaining 
and fostering the move toward open markets and fair trade throughout the Hemisphere. 
This leadership can only be fully exercised through Congressional approval of fast track 
authority. With such authority in hand, the U.S. Government would be in a much 
stronger position to address the major areas of "unfinished business" from the Summit of 
the Americas held last December. Areas that the U.S. Chamber believes need to be 
addressed on a priority basis include: 

1. Creation of the Free Trade Area of the Americas based on NAFTA’s core 
principles: 

2. Building on existing regional/subregional arrangements while avoiding the 
proliferation of trade agreements with different standards and rules; 

3. Negotiating a Western Hemisphere Investment Code; and 

4. Beginning negotiations to facilitate the flow of goods, services, information and 
investments in areas such as customs procedures, product standards and 
infrastructure. 

But going beyond the Western Hemisphere, the U.S. administration and its Asia- 
Pacific partners in APEC also agreed last November in Bogor, Indonesia to seek to 
establish a free trade area in that region by 2020. While 2020 may seem a long way off, 
it is not too early for the U.S. government and all potentially afrected elements in the 
private sector to begin assessing the implications of such a free trade area, identifying 
particularly problematic issues, and developing strategies for resolving those issues. And 
as in other cases, credibility is a critical asset our negotiators must have. 

The GATT Uruguay Round itself left unfinished a number of business items that 
will eventually require negotiations. Among them: (1) additional clarification of what 
constitutes a permissible subsidy under multilateral rules, and (2) possible augmentation 
or replacement of current antidumping and other trade remedy systems with still 
inadequately defined "competition policies". 

And actions taken by the World Trade Organization (WTO) to broker disputes 
and enforce discipline under the Uruguay Round will likely require the U.S. and other 
WTO signatories to negotiate agreements to resolve those disputes. While the Uruguay 
Round agreement contains provisions for withdrawal from that agreement, such a step by 
the U.S. would be extraordinary and should be avoided unless the WTO issued a ruling 
that was truly devastating to U.S. interests - something that is most unlikely, given the 
decision record of previous GATT dispute settlement procedures and their impact on 
U.S. interests. 

WHAT PRICE AND LIMITATIONS ON FAST TRACK? 

First, as noted earlier, it is incumbent upon any Administration to consult 
regularly with the Congress and the private sector as it plans and executes its negotiating 
strategy. This is especially important, as trade agreements by their nature entail 
significant changes in the economic environment and in govemmeni>io-govemment 
relationships, and Congress has voluntarily acceded its prerogatives to amend 
implementing legislation as it sees fit and on its own timetables. Confidence in the 
negotiations cannot be maintained absent such consultations. 

Second, the United Slates should seek to cooperate with other countries in raising 
labor standards and strengthening environmental proteaion, but should not address these 
important issues in commercial negotiations whose purpose is to remove barriers to 
global trade and investment. Making trade cooperation contingent upon reaching 
agreement on complex labor and environmental issues could seriously damage vital U.S. 
economic interests while at the same making it more difficult to achieve labor or 
environmental cooperation than might be possible through separate negotiations. The 
resort to trade sanctions to enforce labor or environmental agreements would seriously 
disrupt the global trading system. Under any future Congressional grant of "fast track" 
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authority to the President for trade negotiations, the objectives should be limited to 
commerce and not also require resolution of non-commercial issues. 

CONCLUSION 

Improved U.S. access to foreign markets has long been a bipartisan objective, 
even if not without controversy. Negotiation and approval of NAI^A and the Uruguay 
Round Agreements under three U.S. administrations and several Congresses testifies to 
that fact But taking advantage of the resulting opportunities and successfully competing 
in those markets is up to competitive individual companies. 

Pro-investment domestic tax and regulatory policies can do much to encourage 
competitive U.S. companies. And trade agreements can open up a lot of doors. But it is 
ultimately up to the companies themselves to walk through those doors and compete for 
the business that is available. 

This has been proven at TRC where South America is the largest growth market 
for our environmental engineering services. We recently were awarded a SI million 
contract to design a state-of-the-art municipal landfill in Santiago, Chile. We expect to 
be awarded a contract for approximately $2 million in Colombia to remediate a 
pesticide-contaminated property designated to be a residential area. South America 
should contribute over $5 million in revenues to TRC over the next year. 

I appreciate this opportunity to testify and 1 will be happy to try and answer any 
questions you may have. 


##### 
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Chairman Crane. Thank you, Mr, Cowen. 

Mr. Neimeth. 

STATEMENT OF ROBERT NEIMETH, PRESIDENT, 

INTERNATIONAL PHARMACEUTICALS GROUP, PFIZER, INC„ 

ON BEHALF OF THE PHARMACEUTICAL RESEARCH AND 

MANUFACTURERS OF AMERICA 

Mr, Neimeth, Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to testify today at this hearing in support of the renewal of 
fast track procedures. 

In addition to representing my company, Pfizer, I also appear 
here today on behalf of PhRMA, the Pharmaceutical Research and 
Manufacturers of America, whose Intellectual Property Task Force 
I chair, PhRMA is a trade association representing over 100 re- 
search-based pharmaceutical companies, including over 40 bio- 
technology companies. PhRMA and its member companies appre- 
ciate the benefits that balanced, well-negotiated free trade agree- 
ments can provide for the United States. 

Especially important to our industry is the opportunity free trade 
agreements provide to obtain a commitment by foreign govern- 
ments to provide adequate, effective and timely protection of intel- 
lectual property. With its highly educated and well-trained work 
force and leadership in research, development, and creativity, the 
United States enjoys a comparative advantage in industries like 
ours that depend on protection of their intellectual property. Pi- 
rates who are permitted abroad to steal our patents, copyrights, 
trademarks, and other intellectual property with impunity are 
stealing America’s future prosperity. 

Free trade agreements are, thus, a tool for achieving, among 
other U.S. objectives, protection of intellectual propei^. Fast track 
authority is, in turn, a tool for facilitating the legislative implemen- 
tation of free trade agreements. We, therefore, support the reenact- 
ment of fast track procedures which enable the Congress to con- 
sider a trade aCTeement negotiated by the President, in consulta- 
tion with the Congress as a whole, free from unraveling amend- 
ments that otherwise surely would be offered. 

We also support legislation reenacting fast track procedures be- 
cause such legislation is a tool for establishing minimum conditions 
for a free trade a^eement. Fast track procedures should be avail- 
able only if specified minimum conditions are satisfied, one of 
which should be the timely availability of adequate and effective 
protection of intellectual property on an accelerated and non- 
discriminatoiy basis. 

Specifically, any future free trade agreement must establish at 
least NAFTA-level protection of intellectual property. In other 
words, we simply urge the Congress to exercise its constitutional 
authority to legislate parameters for trade agreements. We support 
a bill that would require any trade agreement considered under 
fast track procedures to meet minimum standards for the protec- 
tion of intellectual property. 

Now, even NAFTA is not perfect as it does not provide adequate 
protection in the field of biotechnology, and this is an area of in- 
creasing importance to our industry in which fiirther improvements 
are needed. 
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However, NAFTA, at least, does not suffer from the most glaring 
deficiencies of the WTO Agreement on trade related intellectual 
property rights. The TRIPs agreement establishes standards in 
areas of primary concern to our industry that are generally ade- 
quate. Yet the value of these standards is negated by the delays 
permitted to developing countries before they must conform their 
laws and regulations to these standards. 

TRIPs explicitly permits many of the large emerging markets to 
continue their piracy of patented pharmaceutical and specialty 
chemical products for 10 years or more. Falsely described as a tran- 
sition measure, this provision is nothing less than a shield for con- 
tinued theft of intellectual property. 

Another glaring deficiency of TRIPs is its failure to provide pipe- 
line protection. U.S. patent holders are unfairly deprived of ever, 
ever obtaining any benefit from an innovation already patented 
under U.S. law, even for the duration of the original U.S. patent. 

In reenacting fast track authority, PhRMA member companies 
urge the Congress to establish minimum conditions for that fast 
track eligibility. Specifically, in the intellectual property area, we 
urge that NAFTA-level protection be the minimum standard, in- 
cluding pipeline protection and the timely availability of adequate 
and effective intellectual property protection. 

If these minimum conditions are established, the new free trade 
agreements would help remedy the defects of TRIPs, at least for 
our industry. Through free trade agreement negotiations, the Unit- 
ed States can obtain better and faster protection of intellectual 
property than TRIPs accomplishes. Moreover, renewal of fast track 
authority with such minimum conditions would help implement 
section 315 of the Uruguay Round Agreements Act, which estab- 
lishes as an objective of the United States the accelerated imple- 
mentation of the TRIPs provisions. 

The research-based pharmaceutical industry considers free trade 
agreements and a renewal of fast track procedures for their legisla- 
tive implementation, tools for achieving the adequate, effective, and 
timely protection of intellectual property rights. In fact, these tools 
may be increasingly effective and important in scope as more and 
more countries wish to negotiate their accession to FTAs with the 
United States. 

However, to maximize success in achieving our intellectual prop- 
erty objectives, these tools must be part of an overarching strategy. 
Plurilateral FTAs and fast track procedures must complement mul- 
tilateral initiatives such as TRIPs, as well as a vigorous bilateral 
program, based in part on the special 301 legislation enacted in 
1988. 

A viniform standard must be employed in all negotiations, since 
any deviation or softening, be it on a country or regional level, 
would represent a new benchmark of acceptability that would in- 
vade all negotiations. The adherence to a uniform set of standards 
will best enable U.S. trade negotiators to achieve the best results 
as widely and as quickly as possible. 
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In conclusion, Mr. Chairman, our industry supports the reenact- 
ment of fast track procedures, provided that only FTAs meeting 
specified minimum conditions would be eligible for fast track con- 
sideration. Specifically, we believe that the fast track procedures 
should be available only for the review of an FTA that provides at 
least NAFTA-level protection of intellectual property, including 
pipeline protection of pharmaceuticals and the timely provision of 
protection without TRIPs-style delays. 

Thank you, Mr. Chairman; and I would be pleased to answer any 
questions. 

[The prepared statement follows:] 
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STATEMENT OF ROBERT NEIMETH 
PRESIDENT, INTERNATIONAL PHARMACEUTICALS 
GROUP, PFIZER, INC. 


ON BEHALF OF THE PHARMACEUTICAL RESEARCH AND MANUFACTURERS OF 

AMERICA 


before the 

SUBCOMMITTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 

and the 

SUBCOMMITTEE ON RULES AND ORGANIZATION 
COMMITTEE ON RULES 
House of Representatives 

May 17, 1995 

Chairman Crane, Chairman Dreier, and other Members, my name is 
Robert Neimeth and I am the President of the Internationa! Pharmaceuticals Group of 
Pfizer, Inc. I appreciate the opportunity to testify today at this hearing in support of the 
renewal of fast track procedures for the Congressional review of certain trade 
agreements. 


In addition to representing my company, I also appear here today on 
behalf of the Pharmaceutical Research and Manufacturers of America (PhRMA), whose 
Intellectual Property Task Force I chair. PhRMA is a trade association representing 
over one hundred research-based pharmaceutical companies, including more than forty 
of the country's leading biotechnology companies. 

I also serve as Chairman of the Intellectual Property Committee of the 
International Federation of Pharmaceutical Manufacturers Association (IFPMA), based 
in Geneva, Switzerland. 

PhRMA members discover, develop and produce most of the prescription 
drugs used in the United States and a substantial portion of medicines used abroad. 

The U.S. pharmaceutical industry is one of the country's most competitive high 
technology manufacturing industries, exporting $525 million more in U.S. 
pharmaceutical products last year than were imported into this country. 

PhRMA and its member companies appreciate the benefits that balanced, 
well negotiated free trade agreements can provide for the United States, including for 
our industry. Free trade agreements open up foreign markets to U.S. exports of goods 
and services, permitting competitive American companies to reach more customers. 
They reciprocally open up the U.S. market, thus helping American companies to remain 
competitive in a global economy through access to inputs at world market prices. They 
can ensure fair rules for foreign direct investment; this is especially important since 
studies show that trade and investment flows are closely correlated. Where U.S. firms 
can and do invest abroad, they tend to succeed in penetrating the market there through 
exports as well. 
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Especially important to our industry is the opportunity FT As provide to 
obtain a commitment by foreign governments to provide adequate, effective and timely 
protection of intellectual property. With its highly educated and well trained work 
force and leadership in research, development and creativity, the United States enjoys a 
comparative advantage in industries that depend on protection of their intellectual 
property. Pirates who are permitted abroad to steal our patents, copyrights, 
trademarks and other intellectual property with impunity are stealing America's future 
prosperity. 


Generally, it takes about twelve years and over 350 million dollars just to 
get a single pharmaceutical product from the laboratory shelves to the shelves of a 
pharmacy. For every drug that finally is successfully marketed, the developer has 
screened from 4,000 to 10,000 chemicals, and has conducted extensive human clinical 
trials. The regulatory approval process is so lengthy that most drugs enjoy market 
exclusivity for oirly eight to ten years, even though the patent term is significantly 
longer. 


It is these huge R&D costs for pharmaceutical products that make our 
industry so intensely dependent on patent protection. It costs literally millions and 
millions to discover, test and market a new drug, but virtually only pennies to copy it. 
The pirates abroad who expropriate our years of effort deny us sales abroad and fair 
compensation for our innovation. The toleration of piracy by foreign governments, 
through their failure to enact or enforce adequate laws, impairs our ability to fund the 
mammoth R&D required to discover new drugs and treatments for the dread diseases 
of not only today, but also tomorrow. 

Can any of us doubt the importance of this research in light of, for 
example, the recent new outbreak and spread of the lethal Ebola virus in Zaire? 

Because FT As can provide so many benefits, including for the protection 
of intellectual property, we support the reenactment of fast track authority. The 
political vulnerability of even the best FT As is that they are necessarily reciprocal. The 
United States appropriately not only obtains rights, but accepts responsibilities. The 
U.S. not only obtains access to a foreign market, but also agrees to provide access to the 
U.S. market. 


Imagine a free trade agreement considered by the Congress under the 
normal legislative rules. I believe the vast majority of Members would recognize the 
benefits to the national economic interest of such agreement and support it overall. 
However, it would be a rare Member who could resist offering at least one amendment 
advocated by constituents. Every state and nearly all districts have some unique 
concerns, promotion of which could compel a Member to tinker with the agreement. 

The result is that the agreement negotiated by the President would likely 
be amended beyond recognition. This would undercut dramatically the President’s 
ability to speak with one voice for the United States in trade negotiations, and through 
such negotiations to advance our national interests. One reason we support the 
reenactment of fast track procedures, then, is simply to make free trade negotiation, 
with their potential benefits for the United States, feasible. 

Another reason is to establish at the outset, clearly and immutably, 
minimum conditions for a free trade agreement. Fast track procedures for 
Congressional review of free trade agreements should be available only if specified 
minimum conditions are satisfied. One of those conditions should be the timely 
availability of adequate and effective protection of intellectual property on an 
accelerated and nondiscri minatory basis. 
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Specifically, PhRMA believes that fast track procedures should be 
available only for agreements that establish at least NAFTA-level protection of 
intellectual property. Even NAFTA is not perfect, as it does not provide adequate 
protection in the field of biotechnology. This is an area of increasing importance to our 
industry, in which further improvements are needed. 

However, NAFTA at least does not suffer from the most glaring 
deficiencies of the World Trade Organization Agreement on Trade-Related Intellectual 
Property Rights (TRIPS). The TRIPS Agreement establishes standards in areas of 
primary concern to our industry that are generally adequate, including a twenty-year 
patent term, nondiscriminatory and limited compulsory licensing, with importation 
allowed to fulfill the working requirements of a product; and patent protection for all 
fields of technology. Yet the value of these standards is negated by the delays 
permitted to developing countries before they must conform their laws and regulations 
to these standards. TRIPS explicitly permits many developing countries to continue 
their piracy of patented pharmaceutical and specialty chemical products for ten years. 
Falsely described as a "transition” measure, this provision is nothing less than a shield 
for continued theft of intellectual property. During the ten-year period, the piracy- 
haven countries enjoy immunity from the obligations borne by other countries. The so- 
called "transition" period is nothing more than a long and costly dodge and delay, to the 
serious injury of U.S. patent holders. 

Another glaring deficiency of TRIPS is its failure to provide "pipeline" 
protection. Under Mexican law prior to the NAFTA negotiations, for example, patent 
protection was not available for pharmaceuticals and specialty chemicals. Absent a 
NAFTA pipeline provision, U.S. holders of patents on such products already patented 
under U.S. law would not be able to obtain patent protection in Mexico even today. 

With the NAFTA pipeline provision, we may obtain patent protection for such products 
in Mexico at least for the duration of the original U.S. patent. 

In reenacting fast track authority, PhRMA member companies urge the 
Congress to establish minimum conditions for any agreement that the President 
proposes for Congressional consideration under fast track procedures. Specifically in 
the intellectual property area, we urge that NAFTA-level protection be the minimum 
standard, ensuring that any new free trade agreement provides for pipeline protection 
and the timely availability of adequate and effective intellectual property protection, 
without TRlFS-style, decade-long delays. 

If these minimum conditions are established for use of any renewed fast 
track procedures, then new free trade agreements would help remedy the defects of 
TRIPS, at least for our industry. Through FTA negotiations, the U.S. can obtain better 
and faster protection of intellectual property than TRIPS accomplishes. Moreover, 
renewal of fast track authority with such miiumum conditions would help implement 
section 315 of the Uruguay Round Agreements Act, which establishes as an objective of 
the United States the accelerated implementation of the WTO TRIPS provisions. 

The research-based pharmaceutical industry considers free trade 
agreements and a renewal of fast track procedures for their legislative implementation, 
tools for achieving the adequate, effective and timely protection of intellectual property 
rights. In fact, these tools may be increasingly effective and important in scope, as more 
and more countries may wish to negotiate their accession to FT As with the United 
States. 


However, to maximize success in achieving our IP objectives, these tools 
must be part of an over-arching strategy for IP protection. Plurilateral FT As and fast 
track procedures therefore must complement multilateral initiatives such as TRIPS, as 
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well as a vigorous bilateral program, based in part on the Special 301 legislation enacted 
in 1988. In this respect, a uniform standard must be employed in all negotiations, since 
any deviation or softening — be it on a country or regional level - represents a new 
benchmark of acceptability that will invade all negotiations. The adherence to a 
uniform set of standeirds will best enable U.S. trade negotiators to achieve the best 
results as widely and quickly as possible. 

The need for the creative as well as vigorous use of all tools available to 
the United States is underscored by the proliferation on intellectual property problems 
around the globe. In Argentina, for example. President Menem recently derailed 
enactment of substandard and onerous patent legislation through an eleventh hour 
veto. However, it remains to be seen whether Argentina finally will act on its many 
promises to implement effective patent protection for pharmaceuticals. 

In Brazil, the government has promised repeatedly for over five years to 
provide adequate and effective patent protection for pharmaceutical and specialty 
chemical products. During his recent visit here, President Cardoso pledged his best 
efforts, but results are what we are still awaiting. 

India has long served as a global center for patent piracy, and has resisted 
efforts to adopt global standards of pharmaceutical patent protection in both 
multilateral fora and bilateral negotiations with the U.S. Any delay in Indian 
implementation of TRIPS until 2005 is wholly unacceptable. Moreover, the Indian 
legislature recently has resisted even implementing the minimum patent provisions 
required by TRIPS, so that U.S. patent rights holders might at least gain some minimal 
protection there eventually. 

The situation in Turkey shows some progress, but adequate and effective 
patent protection remains a distant goal. On March 6, Turkey signed a customs union 
agreement with the European Union, in which the Turkish Government promised to 
implement TRIPS principles by 1999. While the U.S. should lend support to this 
agreement we also should maintain bilateral pressure on Turkey to accelerate 
implementation of TRIPS and provide pipeline protection. 

In Egypt, the government has prepared draft legislation that would 
upgrade considerably the terms of patentprotection for pharmaceuticals. Egypt has not 
yet decided, however, whether it will attempt to delay the implementation of the law 
for five or ten years at TRIPS permits. 

We also have received reports from various sources that Israel is 
preparing to weaken its intellectual property laws, with specific reference to 
pharmaceutical patents. We are told that the Government of Israel specifically is 
considering allowing Israeli manufacturers who do not have any rights to the patent to 
conduct large-scale manufacturing in Israel, during the life of the originator's patent. 
This proposal could permit the manufacture and export of tons of patented product 
before patent expiration. We hope that the Israeli Government will not take this 
misguided course. 

While Singapore does not represent a center for patent piracy, its 
enactment earlier this year of a new law, containing onerous and unacceptable 
compulsory licensing provisions, represents a clear violation of TRIPs principles. As 
Singapore is one of the most developed economies in the world, the new law also 
represents an abdication of responsibility for demonstrating adherence to global 
standards of patent protection for pharmaceutical products. We understand that the 
Singaporean Government has promised to remove the onerous provisions from their 
law by the end of this year, and not to utilize the current provisions between now and 
then. 
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In conclusion, our industry supports the reenactment of fast track 
procedures for the Congressional review of free trade agreements, provided that only 
FT As meeting specified minimum conditions would be eligible for fast track 
consideration. Specifically, we believe that the fast track procedures should be available 
only for the review of an FT A that provides at least NAFTA-level protection of 
intellectual property, including pipeline protection for pharmaceuticals and the timely 
provision of protection without TRIPs-style delays. 

1 would be pleased to answer any questions. 
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Chairman Crane. Ms, Minette. 

STATEMENT OF MARY MINETTE, STAFF ATTORNEY, NATIONAL 

AUDUBON SOCIETY 

Ms. Minette. Thank you. 

The National Audubon Society is an organization with more than 
one-half million members and over 500 chapters throughout the 
United States and Latin America. Our principal mission is the pro- 
tection of wildlife and habitat. On behalf of my organization, I 
would like to thank you for the opportunity to testify today regard- 
ing the fast track policy and negotiating objectives. 

In the coming months, Congress will consider legislation which 
will allow the President access to fast track procedures for Chile’s 
accession to the North American Free Trade Agreement and per- 
haps beyond. In drafting that legislation, we urge Congress to in- 
clude negotiating objectives which will promote environmental pro- 
tection, conservation of resources, public participation, and trans- 
parency. 

We applaud the expansion of the North American Free Trade 
Agreement to include Chile. However, we believe that trade expan- 
sion plans and fast track legislation granting the President author- 
ity to turn those plans into trade agreements must include environ- 
mental safeguards. Both Canada and Mexico have announced their 
support for expanding the North American Agreement on Environ- 
mental Cooperation to include Chile, and the Chilean Government 
has repeatedly indicated its willingness to negotiate. 

United States trade policy must reflect a similar commitment to 
the concurrent expansion of trade and environmental protection. 

Expansion of trade often has a direct impact on the global envi- 
ronment. The most obvious example of this is the severe pollution 
in the United States-Mexico border region caused by unchecked in- 
dustrial growth as a result of the free trade zone which predates 
NAFTA. 

Chile also faces environmental problems caused by economic ex- 
pansion. Although the country has enjoyed a period of sustained 
economic growth in recent years, this growth has come with steep 
environmental costs. Chile faces severe urban air and water pollu- 
tion and pollution from its extensive mining and agricultural sec- 
tors. Its environmental laws are new and lack the enforcement 
structure to fully address these problems. 

Trade without environmental safeguards encourages 
unsustainable use of resources. Overexploitation of natural re- 
sources not only harms species and ecosystems but also prevents 
future generations from enjoying the benefits of those resources. 
Biodiversity is an important economic resource. The continued via- 
bility of industries such as fishing and forestry depend upon con- 
servation of species. 

In addition, a lack of environmental protection controls in devel- 
oping countries affects the abili^ of U.S. industry to compete fairly 
in global markets. Low or unenforced environmental standards not 
only harm the global environment and jeopardize public health but 
also affect the competitiveness of U.S. products on the global mar- 
ket with respect to similar products produced in countries with low 
or unenforced standards. Environmental protection levels the 
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playingfield by eliminating the comparative advantage of low or 
unenforced standards. 

While we believe that environmental issues should be addressed 
in ftiture trade agreements, we do not recommend a cookie-cutter 
approach to future trade negotiations; and we believe that fast 
track legislation should not impose such constraints on the Presi- 
dent’s negotiating authority. 

For example, Chile is at an early stage in developing a frame- 
work of environmental protection laws and lacks many of the nec- 
essary structures to fully enforce them. In addition, some provi- 
sions of the North American Agreement on Environmental Co- 
operation relating to border pollution issues may not be relevant 
for Chile. 

Fast track legislation must include basic environmental objec- 
tives in order to ensure both trade liberalization and environmental 
protection. ^ expanded NAFTA and future trade agreements must 
continue to address the environmental issues inextricably linked to 
trade expansion to prevent further degradation of the global envi- 
ronment and depletion of natural resources, and to ensure the com- 
petitiveness of environmentally conscious U.S. firms. 

Fast track legislation will have a strong impact on the future di- 
rection of U.S. trade policy and must reflect the environmental 
principles developed in the NAFTA negotiations. 

The inclusion of nontraditional negotiating objectives in fast 
track legislation is nothing new. Previous fast track legislation has 
included objectives relating to worker rights, intellectual properly, 
and agricultural subsidies. Each of these goals is linked to trade 
expansion, and environmental issues are similarly linked and 
should be included in fast track legislation. 

The North American Free Trade Agreement and the North 
American Agreement on Environmental Cooperation enjoyed strong 
bipartisan support in Confess. NAFTA and the North American 
agreement made considerable progress in addressing the impacts of 
increased trade on the environment by creating a torum for devel- 
oping solutions to trade and environment issues and by providing 
mechanisms for public accountability and public participation. 

llie principles developed in NAJ^A must be reflected in fast 
track legislation which will strongly influence the direction of fu- 
ture U.S. trade policies. Fast tra<% legislation that does not build 
upon the environmental and public participation principles incor- 
porated in NAFTA would be a step backward for U.S. trade policy. 

Thank you very much. 

[The prepared statement follows:] 
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Introduction 

My name is Mary Minette, and I am a staff attorney with the National 
Audubon Society, an international conservation organization with more 
than a half million members and over five hundred chapters throughout the 
United States and Latin America. Audubon's principal mission is the 
protection of wildlife and habitat On behalf of my organization, I would like 
to thank the members of the Subcommittees on Trade and on Rules and 
Organization for the opportunity to testify regarding fast track policy and 
negotiating objectives. 

In the coming months. Congress will consider legislation which will 
allow the President access to fast track procedures for Chile's accession to the 
North American Free Trade Agreement, and perhaps beyond. In drafting that 
legislation, the National Audubon Society urges Congress to include 
negotiating objectives which will promote environmental protection, 
conservation of resources, public participation, and transparency. 

Audubon applauds the expansion of the North American Free Trade 
Agreement to include Chile; however, we believe that trade expansion plans, 
and fast track legislation granting the President authority to turn these plans 
into trade agreements, must include environmental safeguards. Both Canada 
and Mexico have announced their support for expanding the North 
American Agreement on Environmental Cooperation (NAAFC) to include 
Chile, and the Chilean government has repeatedly indicated its willingness to 
negotiate. United States trade policy must reflect a similar commitment to 
the concurrent expansion of trade and environmental protection. 

The Link Between Trade and Environment 

Expansion of trade often has a direct impact on the global 
environment. The most obvious example of this is the severe pollution in 
the U.S. /Mexico border region caused by unchecked industrial growth as a 
result of the free trade zone which pre-dates N.e.FTA. Chile also faces 
environmental problems caused by economic expansion. Although the 
country has enjoyed a period of sustained economic growth in recent years, 
this growth has come with steep environmental costs. Chile faces severe 
urban air and water pollution and pollution from its extensive mining and 
agricultural sectors. Its environmental laws are new, and lack the 
enforcement structure to fuliv address these problems. 
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Trade without environmental safeguards encourages unsustainable 
use of resources. Overexploitation of natural resources not only harms 
species and ecosystems, but also prevents future generations from enjoying 
the benefits of those resources. Biodiversity is an important economic 
resource—the continued viability of industries such as fishing, forestry, 
agriculture, and chemical and pharmaceutical manufacturing depend on 
conservation of species. The Chilean economy is, in part, dependent upon 
natural resource extraction; however, overexploitation of forests and fishing 
stocks could lead to depletion of those resources in the future. 

In addition, a lack of environmental protection controls in developing 
countries affects the ability of U.S. industry to compete fairly in global 
markets. Low or unenforced environmental standards not only harm the 
global environment and jeopardize public health, but also effect the 
competitiveness of U.S. products on the global market with respect to similar 
products produced in countries with low or unenforced standards. 
Environmental protection "levels the playing field" by eliminating the 
comparative advantage of low or unenforced environmental standards. 

While we believe that environmental issues should be addressed in 
future trade agreements, we do not recommend a "cookie cutter" approach to 
future trade negotiahons, and we believe that fast track legislation should not 
impose such constraints on the President's negotiating authority. For 
example, Chile is at an early stage in developing a framework of 
envirorunental protection laws and regulations, and lacks many of the 
necessary structures and resources to fully enforce them. In addition, 
some provisions of the North American Agreement for Environmental 
Cooperation relating to border pollution issues may not be relevant for Chile. 

We believe that U.S. trade negotiations with Chile should encourage 
enforcement of Chile's existing laws, and the development of stronger 
protections as it benefits from liberalized trade with North America. 
Liberalized trade will give Chile more resources to use in protecting its 
environment, but an increase in resources will not guarantee adequate 
environmental protection in the short term. Thus, Chilean accession to 
NAFTA must include accession to the NAAEC, with appropriate 
modifications to reflect Chile’s unique conditions. If the U.S. welcomes Chile 
into NAFTA without obtaining its commitment to enforce and further 
develop its environmental protection laws and regulations, we will give 
Chilean industry an unfair advantage over U.S. industry and the Chilean 
environment, and the Chilean people, will suffer in consequence. 

Ihg NfifiilFpr Envirpnmemal NegoUating Obigctives 

Fast track legislation must include basic environmental objectives in 
order to ensure both trade liberalization and environmental protection. An 
expanded NAFTA and all future trade agreements must continue to address 
the envirorunental issues inextricably linked to trade expansion, to prevent 
further degradation of the global environment and depletion of natural 
resources, and to ensure the competitiveness of environmentally conscious 
U.S. firms. Fast track legislation will have a strong impact on the future 
direction of U.S. trade policy and must reflect the environmental principles 
developed in the NAFTA negotiations. 

The inclusion of non-traditional negotiating objectives in fast track 
legislation is nothing new: previous fast track legislation included objectives 
relating to worker rights, intellectual property, and agricultural subsidies. 
Each of these goals is linked to trade expansion; however, none is a 
traditional subject of trade agreements. Envirorunental issues are similarly 
linked to trade expansion, and objectives which address these issues should 
be included in fast track legislation. 
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Transparency Objectives 

Openness and accountability of decisionmaking institutions is a central 
tenet of democracy: we believe that the institutions to which the U.S. is a 
party should reflect our country's democratic values. Closed trading 
institutions such as the new World Trade Organization, which provides only 
limited opportunities for public scrutiny and comment, not only harm 
interested members of the public but also harm U.S. businesses whose 
livelihood may be affected by WTO policy decisions and dispute proceedings. 

The Omnibus Trade Act of 1988 included openness and transparency 
of international trading regimes as a negotiating objective, and the NAFTA 
package, including the environmental and labor agreements, represent strong 
progress towards the goal of open and equitable procedures for trade policy 
development and dispute resolution. Fast track legislation should include 
objectives that reflect a continued commitment to more open and 
accountable trade institutions. 

Conclusion 

The North American Free Trade Agreement and the NAAEC enjoyed 
strong bipartisan support in Congress. NAFTA and the NAAEC made 
considerable progress in addressing the impacts of increased trade on the 
environment, by creating a forum for developing solutions to trade and 
environment issues and by providing mechanisms for public accountability 
and public participation. The principles developed in NAFTA must be 
reflected in fast track legislation, which will strongly influence the 
development of future United States trade policies. 

Audubon urges Congress to craft fast track legislation which will 
ensure that U.S. trade policy promotes environmental protection as well as 
expansion of markets. Fast track legislation that does not build upon the 
environmental and public participation principles incorporated in NAFTA 
would be a step backward for U.S. trade policy. 
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Chairman Crane. Thank you, Ms. Minette. 

I would like to direct my first question to you, Ms. Minette, and 
to Dr. Starobin and to Mr. Gimdersheim. 

We have heard the comment from Mr. Neimeth on the essential- 
ity of intellectual propertv protection. I know that, because that is 
included in fast track and considered a very viable fast track issue, 
that there has been an attempt on the part of some to equate labor 
and environmental issues on a parity with intellectual property. 
V^ile I can understand the intellectual property argument, be- 
cause it is a veiy fundamental part of trade expansion when other- 
wise you could have people stealing out from under you, I am won- 
dering if you all feel that labor and environmental issues are on 
the same level, on a parity, if you will, with intellectual property 
ri^t guarantees. 

Mr. Gundersheim, you might start. 

Mr. Gundersheim. No, it is not on the same level, it is on a 
higher level. If you think it is perfectly legitimate to have 4 year 
olds chained to a loom, weaving carets in Pakistan or India or 
Nepal, I am appalled. If you think it is perfectly lemtimate for a 
competitive advant^e in the working of a free ma»et system to 
have 8 and 9 year olds mining coal, I just find that incrediole, that 
that is not treated with the same seriousness, the same importance 
and, in fact, greater importance than any of these commercial in- 
terests that are part of tne trade agreements. 

I think the consequences to human beings is something that our 
society has traditionally addressed and most societies addressed 
during the whole industrial revolution, and that is why all these 
standards of work and the treatment of human beings have arisen. 
The fact that we have to revisit all these arguments of the last 100 
years I find completely preposterous. 

Chairman Crane. Could I put the question to you that I put to 
Mickey Kantor earlier? What is the cutoff line for abusing a child 
because that child is working? 

Mr. Gundersheim. The ILO standard is basically 16 years, and 
we are talking about industrial emplo 3 rment 

Chairman Crane. Can 3 ^ou elaborate on industrial employment? 
Is that somebody working in a production line? 

Mr. Gundersheim. Yes, spending 8 hours a day in a factory or 
traditional work environment where that is their entire basic day, 
that there is no education, there is no other traditional activities 
of a child. 

Chairman Crane. Even if that is only part-time labor? 

Mr. Gundersheim. Let me answer it in a slightly different way. 
I was a newspaper boy when I was 11 and 12, and that was not 
illegal because it is 2 hours. It is not considered hazardous. It is 
not — did not interfere with my education and so on. That is a rea- 
sonable kind of standard. 

Working in a coal mine is not There are generally recognized 
agreements in terms of most countries of the world as to what 
should be the educational process within those countries, what is 
considered lemtimate occupations for children to engage in, and 
what are not legitimate occupations. We are basically taUcing about 
using diildren as a substitute for adult emplo 3 nnent. That is the 
basic fiuidamental 
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Chairman Crane, Let me ask you if you have any agricultural 
ancestors in your family tree, farmers. 

Mr. Gunderspbeim. Going back maybe many, many generations 
in Europe, probably so. 

Chairman Crane. The reason 1 asked that question, and this is 
what I put to Mickey Kantor, the transition, and this ^es back 
throughout the span of recorded history, between a boy oecoming 
a man was age 12. 

Now, to be sure because of advancements, economic advance- 
ments in this country we were able to indulge our young people by 
giving them the addition of what we define as adolescence. Adoles- 
cence was a term unheard of. What is adolescence? Adolescence is 
still time off when you don’t have to suddenly grow up and be pro- 
ductive. 

I ask you that question because when we were kids on the farm, 
I mean I am not exaggerating, we worked 10 hours a day, with 5 
minutes off on the hour, 10 hours we put in in a day harvesting 
hay, for example, hay crops. 

Now, that was heavy, physical labor, and to be sure it was only 
a summer job, but the fact of the matter is everybody took that for 

S anted. Nobody ever questioned that. My father encouraged that 
nd of discipline, and he was brought up in that kind of environ- 
ment, as was his father. I think that we have managed to indulge 
ourselves in a luxury because when I got my first union job there 
was no heavy lifting involved, and I didn’t work nearly as strenu- 
ously, and I made a whale of a lot more money. 

Now, I am not condemning that. That is a good thing. But on the 
other hand, I am suggesting that there are nations in transition 
that have not achieved our level, and until they achieve the levels 
that we achieved 50 years ago, I think it is a little arbitrary to 
come in and make definitions that 16 is the cutoff point, or that 
any kid that works in a production line, an assembly line, is being 
abused if he is only 15 years of age when there may not even be 
an opportunity for a high school education in that country. 

I mean, that may be unheard of yet, and I applaud your concerns 
about advancing the conditions for labor, and I applaud Miss 
Minette’s concerns about advancing our environmental concerns. 
But take Superfund, Ms. Minette, I mean look at how many sites 
we have identified here and how few sites we have addressed with 
the expenditure of billions of dollars, half of which has gone into 
lawyers’ pockets so far, and we have only barely scratched the sur- 
face. Yet we are attempting to impose standards on underdeveloped 
countries that are equivalent to ours with all of those filthy sites 
that will not be cleared up in your lifetime. 

Again, I applaud your objective in moving toward that kind of a 
goal. We want to see it happen worldwide, out I think you are in- 
clined to impose some standards that are a little extreme given the 
nature of a lot of these developing countries. 

Ms. Minette. If I might, Mr. Chairman, the environmental side 
agreement to NAFTA in no way imposes U.S. standards, and that 
is not what we are asking for. what it does is create a process to 
discuss standards, to discuss raising standards, to discuss enforcing 
standards, and in no way does it require that Mexico or Chile put 
in place a system completely like the U.S. system. It may not be 
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appropriate, it may not be what th^ need to address their particu- 
lar problems. That is what I was talking about when I talked about 
not requiring a cookie-cutter approach to these issues. 

Chairman Crane. Well, having the commitment, all of us, I 
mean we all have a vital stake in Guaranteeing that we try to keep 
the world clean, just as we have, 1 think, a civilized stake in g^uar- 
anteeing that you are not abusing children and you give those kids 
the best opportunity. 

Dr. Starobin. 

Mr. Starobin. Mr. Chairman, I don’t think there is any ma^c 
formula in dealing with this question, either the question of child 
labor, the environment, or worker rights and labor standards. I 
would not suggest for a moment that it is something that can be 
done tomorrow morning, that decent conditions, that better work- 
ing conditions, that the right of workers to express themselves can 
be accomplished overnight. 

On the other hand, you speak of nations in transition, there 
should also be a poli^ of transition, a policy that would lead ulti- 
mately to a better life for working people in the countries with 
which we trade. That is, to me, a perfectly obvious kind of thing, 
but it is not included in any of the trade negotiations. 

For example, I am not suggesting in the case of the CBI that 
wages be brought to American standards overnight. Let them be 
brought within 5 years, within 10 years to half of the American 
standard. Then we are talking about a transition. Otherwise we 
are just playing games with that whole concept. 

As far as child labor is concerned, and both my colleague, Mr. 
Gundersheim, and I have had the opportunitv to travel very exten- 
sively throughout Southeast Asia where we nave seen some of the 
most frightful examples of child labor. 

Child labor takes the place of adult employment in these so- 
called developing countries. I call them underdeveloped countries 
because I think uiat is much more characteristic. Child labor takes 
the place of adult labor. Children have no ability to really protect 
themselves. They are pliable, but they are also worn out at an 
earlv age, given the hours and the conditions under which they 
work. 

We are talking about a process, I think, and that process has to 
be embodied in our trade negotiations or our general thinking, our 
view of democratic development should be meaningful, but there 
are also economic considerations. 

Aside from any human considerations, we do not develop mar- 
kets in Third World countries, contrary to what Ambassador 
Kantor says, contrary to the phony figures that continue to be 
used — the word "phony” is not my term, it is Jules Katz’s term. We 
are not developing markets unless we raise living standards. 

It is an elementaiy economic fact that people do not buy products 
unless they have the wherewithal. If we really want to create open 
markets in Third World countries, we have to give the people the 
opportunity to raise their living standard. 

We have to support improved working conditions. We have to 
support the right of workers to organize and protect themselves. 
Otherwise we are not really opening markets. We are dealing with 
a minute elite. Anyone who has visited these countries knows that 
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this is absolutely the case. We may be shipping capital goods, but 
we are not shipping consumer goods. Mexico is perhaps the most 
dramatic example of a country with which we are not really trad- 
ing consumer goods. We never did, the figures are absolutely clear, 
the data have been distorted. The data presented to this committee 
and elsewhere have been terribly distorted, Mr. Chairman. 

Chairman Crane. Well, I am thinking specifically of a trip I 
made with some of our colleagues over to mainland China about 3 
years ago, and one of the arguments I have raised with Nancy 
Pelosi with her concerns about human rights — and they are very 
legitimate concerns — ^is that what more fimdamental human right 
is there than the ability to bring up a family, feed the family, 
clothe the family, shelter the mmily? They are making such 
mindboggling progress on mainland China in the advancement of 
what Deng Xiaoping likes to call Leninist capitalism, the ultimate 
oxymoron, but the fact of the matter is you see children now, be- 
cause of family resources that have greater opportunities for other 
things than working chained to that thing that you mentioned, Mr. 
Gundersheim, in production lines. Kids going to school and having 
downtime for other pursuits, and it is because of the total surge 
that is going on in terms of the nation’s economic growth. 

Now, to be sure it is not evenly spread across the entire nation, 
but mercifully the government over there, even while it calls itself 
Communist, is committed to this, and is giving the younger genera- 
tion an opportunity. Not all of them to be sure yet, but giving a 
younger generation an opportunity that never ever before existed 
on the Chinese mainland. 

Mr. Starobin. Mr. Chairman, having been to China on many oc- 
casions, having traveled veiy extensively in China, I would make 
the point that this may be true in certain sections of the country, 
but I think it is quite improper to generalize so far as a population 
of well over 1 billion people are concerned. Onc^ou get away from 
the major cities, the situation is dramatically different. 

Chairman Crane. I am not disputing that, Dr. Starobin, but they 
are migrating, contrary to the government’s desires, into those 
urban areas where that growth is going on. The exciting part of it 
is the commitment of the government to try and extend that. Right 
now it is concentrated in southern China, no question about it. 

Mr. Starobin. Well, I would question some of it based on what 
I have seen in China, Mr. Chairman. I would tell you that over the 
years that I have had the opportunity to go there I have seen the 
development of begging, which is something that did not exist, say, 
10 years ago. 

Chairman Crane. You can find that in Chicago. 

Mr. Starobin. We are talking about China. Obviously, you find 
it in Chicago. We have our own problems as well, but you really 
have a situation that is characteristic of so-called developing coun- 
tries in which children fundamentally take the jobs of their parents 
not because they are looking to do that, but because they are easier 
to deal with, and the children are worn out at an early age. 

This has been discussed endlessly among people who deal much 
more deeply and much more knowledgeably than I about child 
labor, but it remains a fimdamental factor in the use of children 
in industry. 
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Chairman Crane. Well, with qualifications I am not disputing 
that. The qualifications are I grew up in that kind of family envi- 
ronment that insisted upon absolute inculcation of that work ethic 
early on, and we never — ^now Mickey Kantor said he didn't, either, 
but we never got allowances. Any money we wanted, my dad would 
even get Scotm tape and put a nickel up on the window. You want 
to wash that window, you can take the nickel. But I mean this 
went back to a very early age, and that has been a part of our en- 
tire national experience, and I would hope it continues. 

Let me ask one more expanded question, and that is the partici- 
pation of private sector folks from the business community, I mean 
all walks of our private sector, including labor and environment, 
has this administration been more open in encouraging your par- 
ticipation in negotiations that we have conducted in trade matters, 
and if you have got a question, Mr. Cowen, I noticed you had your 
hand up there, but you have got an elaboration first, but then I 
would lust like your input. Are we getting the input that we want 
from all sectors of our economy to guarantee that we make continu- 
ing proCTess? 

Mr. Cowen. 

Mr. Cowen. Before I answer that, Mr. Chairman, I just wanted 
to mention when you talked about your growing up on a farm, I 
grew up in western Massachusetts in a city, but I was a paper boy 
at age 10. At age 13 and 14 I picked tobacco two summers, and 
with the ethic that was given to me by my parents and after pick- 
ing tobacco for 2 years, I am proud to say that I put myself through 
college, and I wish more youngsters got involved in that kind of 
work ethic because I think this country would be a much better 
place for our youth. 

I think on the question of has the administration involved us in 
the process, I think the administration is doing quite a bit to pro- 
mote business externally, and I would have to say even though 
there have been discussions with the Commerce Department that 
they have been more proactive than they have been in the past, but 
as to the discussion on fast track, we are for fast track, but we are 
not for the requirement of the side agreements, and in those dis- 
cussions I don't believe that we have participated. 

Chairman Crane, Does anybody have any other comments on 
that subject? 

Mr. Gundersheim. I can say from my own experience, which 
goes back to the Tokyo round, that the administration where the 
contact and the exchange, the honest exchange in the sense of seri- 
ously considering advice from the private sector, that the best pe- 
riod was during the Carter administration with Ambassador 
Strauss and, in fact, with Dick Rivers and so on. 

The second best has been the Clinton administration. I must tell 
you that the Reagan and Bush administrations treated the advi- 
sory process as nothing more than a sounding board for their own 
policies and their own propaganda and never seriously considered 
private sector advice with very few exceptions. 

Mr. Sobel. Mr. Chairman. 

Chairman CRANE. Mr. Sobel. 

Mr. Sobel. I would just like to make one comment, and it goes 
back to your initial question, I just wanted to define the distinction 
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on intellectual properties, and that is that in that specific instance 
you are dealing with protectin|^ the rights of American companies 
and American citizens, which is perhaps different, but is a^ually 
specific as it regards our Nation and what we are trying to protect. 

Chairman Crane. Are there any questions from you, Mr. Zim- 
mer? 

Mr. Zimmer. Mr. Chairman, I don’t have any questions, but I did 
Tvant to belatedly welcome to the panel a neiAbor from New Jer- 
sey and a leader in that State, Cliff Sobel, who has been very ac- 
tive in business and civic affairs and has relatively recently t^en 
on the chairmanship of the Alexis de Tocqueville Institution, in 
which I am sure he will serve with great distinction. 

So, Mr. Sobel, I want to give you my greetings and to all of you 
my resets that I wasn’t here to near your testimony. 

Chairman Crane. Well, if there are no further questions, I want 
to thank all of the panelists for their participation today, and we 
l^k forward to working with you in the future as we go down the 
line in the advancement of our common denominator objectives, 
even though we may have some minute quarrels from time to time. 
Thank you so much. 

Mr. Zimmer [presiding]. At this time, we will call our last panel 
today, which includes David Hirschmann, executive vice president, 
the Association of American Chambers of Commerce in Latin 
America; I.M. “Mac” Destler, acting dean, School of Public Affairs, 
and director. Center for International and Security Studies, Uni- 
versity of Ma^land; Ambassador Ambler H. Moss, Jr., director, the 
North-South Center, and professor, International Studies, the Uni- 
versity of Miami. 

I would like to remind the witnesses that the oral testimony will 
be limited to 5 minutes and that their full written statements will 
be made a part of the record. 

Dr. Destler. 

STATEMENT OF LM, DESTLER, PHJ)^ CENTER FOR 

INTERNATIONAL AND SECURTIY STUDIES, SCHOOL OF 

PUBLIC AFFAIRS, UNIVERSITY OF MARYLAND 

Mr. Destler. Thank you, Mr. Chairman. Thank you for includ- 
ing my written statement in the record. I will summarize briefly. 

The fast track procedures on trade are one of the great legisla- 
tive innovations of the past quarter century, and like any impor- 
tant reform, fast track has not worked out precisely as its writers 
envisaged. 

On the positive side, the congressional role has proved more sub- 
stantive than the statutory language sug^sts: through the so- 
called nonmarkup sessions of this and other House and Senate 
committees where the members offer draft language and rec- 
ommendations to the administration prior to submission of the 
President’s bill. 

Less positive has been the related tendency for trade implement- 
ing bills to become thicker and more complex and to include provi- 
sions that go well beyond those necessary for carrying out U.S. 
trade commitments. 

Another problem was that in the case of NAFTA, Congress found 
itself facing up or down votes on an ongoing negotiation that it 
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never specifically authorized. A third problem with fast track arose 
in late 1994 when a Senate committee chairman with only limited 
jurisdiction was able to delay for 45 days the vote on the Uruguay 
round legislation. The time has therefore come, I think, for signifi- 
cant fast track refom. 

Renewal is veiy important, but change is important also. I have 
three recommendations and one comment, which are drawn from 
the new edition of my book, “American iS-ade Politics.” The first 
important step would be for the Congress to guarantee in law the 
congressional role that has developed in practice. At present, there 
is no statutory support for this role embodied in the so-called 
nonmarkup sessions, no requirement under fast track that the ad- 
ministration consult with Congress prior to submission of a bill im- 
plementing a trade agreement. 

The fast track renewal, I believe, should include such a require- 
ment, a minimum period, perhaps 60 or 90 days, for a nonmarkup 
process to proceed between the signing of a trade agreement and 
the submission of an implementing bill. 

This guarantee should be accompanied, however, by a shortening 
of the time limits for subcommittee review after the implementing 
bill is introduced, since no amendments are then possible. A total 
time period of 30 days or perhaps slightly more for House or Sen- 
ate action would seem sufficient, in contrast to the current 90 days. 

The second suggestion I would make for change would be to limit 
the scope of an implementing bill, as former Congressman Frenzel 
and others also suggested, to measures “necessary” for carrying out 
a trade agreement, for example, rather than “necessary and appro- 
priate” as currently provided. The leeway of the broader language 
has been politically useful. Provisions not required to implement a 
trade agreement that have been added during nonmarkups have 
often broadened political support for trade implementing legisla- 
tion. But the price has been high in adding trade law changes that 
should come through the normal legislative process; and in delay- 
ing congressional action, as happened last year on the Uruguay 
round, as antidumping and other laws are rewritten far more than 
is required to cany out U.S. trade commitments. 

A particular problem in the implementing legislation has been 
the intersection of the fast track and budgetary procedures. I per- 
sonally believe that budgetary discipline and budgetary procedures 
should be maintained on trade legislation, but there is no reason 
why the measures which accomplish this should not be subject to 
floor amendment because they are not part of our agreements with 
foreign nations. 

I understand staff of both subcommittees are working on some 
specific language or formulas that would allow for a separate and 
amendable trade revenue bill to appear, to be worked on, to be sub- 
ject to floor amendment, but still following the required time limits. 
This seems to be a sensible way to balance the budgetary, trade, 
and legislative needs. 

Third, Congress should rewrite the fast track law to assure that 
it has the opportunity to authorize any major agreement which is 
subject to its provisions. This has always been the case for the big 
GATT negotiations which the laws of 1974 and 1988 explicitly au- 
thorized. But free trade talks with Mexico were not anticipated in 
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1988 when Congress passed the law whose language authorized 
them^ and the fast track renewal bill of 1991 was considered after 
President George Bush and Mexican President Carlos Salinas had 
already initiated the NAFTA discussions. 

I think the negotiation was important. NAFTA should have been 
launched only alter being authorized explicitly by Congress. How 
specifically might Confess assume this for future negotiations? 
One means would be for the Congress to make the general fast 
track provisions permanent, with no date of eviration, but to pro- 
vide that they could only be invoked for negotiations that Congress 
had specifically authorized. Each specific authorization, however, 
would specify negotiating objectives and include a deadline date, as 
has typically proved necessary to force hard compromises. 

One final thought relates to the substance of trade negotiations. 
The fast track procedures have worked because there is broad bi- 
partisan consensus in support of liberal trade. The process becomes 
difficult to maintain when negotiations extend to issues involving 
labor and the environment for which consensus is lacking. 

These issues are increasingly intertwined with trade issues and 
will become more so as global economic interdependence increases, 
so it seems unreal and unreasonable to exclude them entirely from 
trade negotiations. Under present political circumstances, however, 
explicit authorizing of negotiations on trade related labor and envi- 
ronmental issues is too controversial for fast track to sustain. It is 
best, therefore, that this year’s legislation be silent on this matter. 

I am happy, Mr. Chairman, to respond to questions now or later 
from you or your staff. 

[The prepared statement follows:] 
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The "fast-track" procedures are one of the great legislative innovations of the past 
quarter-century. When, in the early 1970s, the Nixon administration sought advance 
Congressional authority to negotiate on non-tariff barriers to trade, it was anything but clear 
whether the United States could devise a mechanism which would give the administration 
credibility in trade bargaining, while maintaining Congressional authority over the results. But 
the Trade Act of 1974 did provide such a formula. It has made it possible for four different 
administrations to sign major trade agreements, and for Congress to provide for their 
implementation. 

Like any important reform, "fast-track" has not worked out precisely as its creators 
envisaged. On the positive side, the Congressional role has proved more substantive than the 
statutory language suggests: rather than simply voting up or down on the President's bill 
implementing a trade agreement, Senators and Representatives have played active roles in the 
drafting of the bill, through the so-called "non-markup" sessions of this artd other House 
committees and their Senate counterparts. 

Less positive has been tendency for implementing bills to become thicker and more 
complex, and to include provisions well beyond those necessary for carrying out U. S. trade 
commitments. Another problem was that, in the case of NAFTA, Congress found itself facing 
up-or-down votes on an ongoing negotiation that it never specifically authorized. A third 
problem arose in late 1994, when a Senate committee chair with only limited jurisdiction was 
able to delay for 45 days the vote on the Uruguay Round legislation. 

The time has therefore come for significant fast-track reform. Renewal is important- to 
build on the landmark achievements of 1993 and 1994. But change is important also. 

One important step would be to guarantee, in law, the Congressional role that has 
developed in practice. Congress has established for itself a serious role in implementing 
comprehensive trade agreements-whereas it had no role at all in the implementation of the tariff 
agreements concluded in the thirties through the sixties. But at present, there is no statutory 
support for this role, no requirement under fast-track that the administration consult with 
Congress prior to submission of a bill implementing a trade agreement. The fast-track renewal 
should include such a requirement-a minimum period, perhaps sixty or ninety days, for a "non- 
markup" process to proceed between the signing of a trade agreement and the submission of the 
implementing bill. 

This guarantee should be accompanied, however, by a shoYtening of the time limits for 
committee review the implementing bill is introduced. Since no amendments are then 
possible, a total time period of thirty days for House and Senate action would seem sufficient - 
in contrast to the present ninety days. 


'Mr. Destler is Professor and Acting Dean at the School of Public Affairs, University of Maryland, 
where he directs the Center for International and Security Studies at Maryland (CISSM). He is also 
Visiting Fellow at the Institute for International Economics. This testimony draws upon his American 
Trade Politics, Third Edition, published by the Institute and the Twentieth Century Fund in April 
1995. 
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A second needed change is to limit the scope of an implementing bill-io measures 
"necessary" for carrying out a irade agreement, for example, rather than "necessary and 
appropriate" as currently provided. The leeway of the broader language has been politically 
useful, of course: ancillary provisions added during the "non-markups" have often broadened 
support for the implementing legislation. But the price has been high: in adding trade law 
changes which should go through the normal legislative process; in delaying Congressional 
action as antidumping and other laws are rewritten far more than is required to carry out U S. 
trade commitments. The more that an implementing bill reaches beyond what a trade agreement 
requires, the less one can justify special procedural treatment under fast-track. 

A particular problem has arisen from the intersection of fast-track and budgetary 
procedures. Budgetary discipline means that revenues lost from trade agreements should be 
offset, but there is no reason why the measures which accomplish this not be subject to floor 
amendment, for they are not part of our agreements with foreign nations. This committee should 
therefore explore ways to subject the budgetary provisions to less restrictive procedures. One 
means would be a separate trade/revenue bill, subject to time limits but also to amendment, one 
which would be passed prior to action on the implementing legislation itself. 

Third, Congress should rewrite the fast-track law to assure that it has authorized any 
major agreement which is subject to its provisions. This has always been the case for the big 
GATT negotiations: the laws of 1974 and 1988 were explicitly enacted to provide 'or the Tokyo 
and Uruguay Rounds. And when Congress extended the fast-track process to bilateral 
negotiations in 1984, it did so with Israel and Canada in mind, and it added a committee veto 
over use of this authority beyond the Israeli case. But free-trade talks with Mexico were not 
anticipated in 1988, when Congress passed the law whose language authorized them. When 
President George Bush decided to inaugurate them in 1990, the committee veto still applied, but 
Congress as a whole got into the act only after the talks were launched, and only through the 
fast-track extension vote of 1991 which applied also to the Uruguay Round. A negotiation as 
important as NAFTA should only have been launched after being authorized explicitly by 
Congress, under procedures allowing an up-or-down vote on its merits. 

How might Congress avoid a repeat of this? One means would be to make the general 
fast-track provisions permanent, with no date of expiration, but provide that they could only be 
invoked for negotiations which Congress had specifically authorized. Each specific 
authorization, moreover, would specify negotiating objectives and include a deadline date-as 
has typically proved necessary to force the final hard compromises. 

In the current situation, Congress could include two things in this year's bill, a 
comprehensive, permanent reformulation of the fast-track legislation; and specific authorization 
for certain negotiations which arc ripe. The latter would include, at minimum, NAFTA 
negotiations with Chile and completion of the unfinished business of the Uruguay Round. When 
the administration is rcady to launch further specific negotiations, it would come back to 
Congress for authority. Consideration might be given to allowing the authorizing legislation for 
certain types of negotiations to receive fast-track consideration. For example, Congress might 
endorsc~if it chose~tbe goal of Hemispheric free trade, or fiec trade among the nations Asia- 
Pacific Economic Cooperation forum, and provide that bills authorizing specific negotiations to 
these ends would receive fast-track procedural treatment. But exactly how members choose to 
siTucturc this process is a matter of detail; what is most important is that, one way or another. 
Congress gets in effectively at the takeoff of each negotiation. • 

One final thought relates to the substance of trade negotiations. The fast-track 
procedures have worked because there is broad bipartisan consensus in support of liberal trade. 
The process becomes difficult to maintain when negotiations extend to issues— involving labor, 
involving the environment-on which such consensus is lacking. These issues are often 
intertwined with trade issues, and will become more so as global economic interdependence 
increases, so it seems unreal to exclude them from trade negotiations. Under present political 
circumstances, however, explicit authorizing of negotiations on trade-related labor and 
environmental issues is too controversial for fast-track to sustain. It is best, therefore, that this 
year's legislation be silent on the matter. 
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Mr. Zimmer. Thank you, Dr. Destler, for your useful and specific 
testimony. 

(rentlemen, as you can hear, we have got a roll call vote coming 
up. If each of you can spend slightly less than 5 minutes, we will 
be able to hear the testimony from the entire panel before I have 
to leave. So, Mr. Hirschmann, if you could proceed. 

STATEMENT OF DAVID HIRSCHMANN, EXECUTIVE VICE 

PRESIDENT, ASSOCIATION OF AMERICAN CELUVfBERS OF 

COMMERCE IN LATIN AMERICA 

Mr. Hirschmann. My name is David Hirschmann. I am execu- 
tive vice president of the association of 22 American Chambers of 
Commerce throughout Latin America, and we consider fast track to 
be perhaps the most important piece of legislation before Congress 
this year. 

Since my full statement is in the record, I will simply summarize 
some of the reasons we think fast track is needed now and isn’t an 
issue that this Congress can afford to postpone for future years. 

Creating a free trade area of the Americas based on the core 
commercial principles of NAFTA is the best way of ensuring that 
the gains that have happened in Latin America over the last few 
years are continued. The change in Latin America has been re- 
markable, but it is still reversible. In fact, we have seen some of 
that this year. 

If we want to make sure that those trends continue and that the 
opportunities for American companies continue to open up, I think 
the best way to do that is to have fast track in place, begin and 
conclude negotiations with Chile this year as a clear signal to the 
rest of the hemisphere that we are serious. 

Throughout Latin America, clearly the Summit of the Americas 
was celebrated, but there is still some doubt as to whether the Con- 
gress is a partner in what the administration signed in Miami, and 
I think the best way to indicate that there is a bipartisan consen- 
sus moving forward is by approving fast track. 

That said, I think there is some danger in trying to link fast 
track to labor and environmental provisions. As we try to look at 
what has already happened, I think we would have fast track today 
if it were not for that debate on labor and environmental issues. 
That is perhaps the central reason why we should avoid the link- 
age. In linking other issues to trade agreements we make it more 
difficult to mgdce progress on the important issues of opening mar- 
kets. 

Labor and environment are clearly important issues. There 
might be others that come up in Latin America, just thinking of 
narco trafficking or immigration issues, but they should be sepa- 
rately pursued and not at the expense of moving forward with 
trade agreements. 

Finally, we do have a comment on the issue of pay as you go. 
This Congress has been debating the issue of baseline budgeting. 
Congress used to claim that cuts were being made when, in fact, 
they were really decreases in projected spending. 
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By our way of looking at it, there is a certain amount of symme- 
try at least in the logic to claiming that trade agreements don’t add 
revenue and therefore not counting the revenues of future agree- 
ments as part of a way of looking at the impacting of a trade agree- 
ment. So we think that the current way of accounting or the PAY- 
GrO way of accounting for trade agreements should go the same 
way as baseline budgeting. Thank you, Mr. Chairman. 

[TTie prepared statement follows:] 
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SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE 
COMMITTEE ON RULES 
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Mr. Chairman, thank you for the opportunity to testify on what both the Association of 
American Chambers of Commerce in Latin America (AACCLA) and the Chilean- American 
Chamber of Commerce consider to be one of the most important pieces of legislation before 
Congr^ this year. We compliment Chairman Crane and Chairman Dreier for holding these 
hearings and for the long and determined efforts of these committees to successfully open global 
markets for U.S. goods and services. 

AACCLA strongly urges this Congress to keep trade with Latin America on track by 
quickly enacting broad fast track negotiating authority, unencumbered by non -trade negotiating 
objectives. 

Founded in 1967, AACCLA advocates trade and investment between the United States 
and the countries of the region through free trade, free markets, and free enterprise. AACCLA 
is the umbrella organization for the 22 American Chambers of Commerce (AmChams) in 20 
nations throughout Latin America. Our AmChams represent over 16,6(X) companies and 
individuals dedicated to facilitating increased U.S. - Latin trade. Our members manage the bulk 
of American commerce in the region, and are therefore the most knowledgeable executives on 
doing business there. AACCLA is an unmatched resource for American business looking to 
become more active in trading with the nations of Latin America. 


CREATING THE FREE TRADE AREA OF THE AMERICAS (FTAA) 

Mr. Chairman, for the American business community active in Latin America there is 
no goal more important than fostering, sustaining and making permanent the dramatic gains in 
market access and economic reform that are underway throughout the region. Creating a Free 
Trade Area of the Americas, based on the core commercial principles in the NAFTA, is the 
best means of ensuring the continuity of these gains. If we succeed in seizing this opportunity, 
it will in large reflect to this Congress’ commitment to work with the Administration to move 
forward this year to initiate and conclude negotiations for Chile’s accession to the NAFTA. 

To be sure, creating a Free Trade Area of the Americas within 10 years, as announced 
at the December Summit of the Americas, is an ambitious goal. Despite the tremendous 
progress in both political and economic reform throughout the region, the hurdles are still 
formidable. 
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This is precisely why we applauded the post*Miami Summit announcement by the three 
NAFTA partners (Canada, Unii^ States and Mexico) that negotiations for Chile's accession 
to the NAFTA would begin early in 1995. Since then several rounds of preparatory discussions 
among the four countries have been omducted and the formal launching of negotiations is now 
expected in mid-June. Yet despite all this progress, many observers throughout Ladn America 
still question the United States’ determination and ability to move forward to build the Free 
Trade Area of the Americas. 


FAST TRACK IS NEEDED TO QUICKLY CONCLUDE NEGOTIATIONS WITH CHILE 

This uncertainty is primarily caused by the absence of fast-track negotiating authority for 
the President to negotiate with Chile and oth^ potential partners. In fact, Chilean government 
officials have said that while they are willing to initiate negotiations without fast track, they 
believe that it is unlikely that these n^otiation can be concluded until this Congress has adopted 
fast track legislation. 

Three consecutive Anterican Presidents - RefHibUcans Ronald Reagan and George Bush 
as well as Eiemocrat Bill Clinton - have strongly su{^ported the vision of a Western Hemisphere 
united in fair and open trade. They have done so primarily because they have recognized that 
it is in our overwhelming economic interest to do so. Despite the recent crisis in Mexico, our 
exports to Latin America are expected to grow more quickly than to any other region of the 
World. Before the year 2020, the Department of Commerce estimates that United States exports 
to Latin America exceed our exports to Eurc^ and Japan combined. 

In developing a stratqty to forge a free trade area stretching from Alaska to Antarctica, 
we must not forget that the democratic gains and market reforms in the region are still 
reversible. Therefore, we must act now to help thwart opponmts of economic reform 
throughout the region from seizing any short-term opportunity to turn back the clock to the days 
of high tariffs and closed ecemomies. 


THE UNITED STATES MUST HELP SHAPE THE HEMISPHERIC TRADE ZONE 

Mr. Chairman, AACCLA believes that the creation of Free Trade Area of the Americas 
must be based on the highest possibk levels of dudpline, currently embodied in the NAFTA. 
This is aiwther reason why we must move forward quickly to complete Chile’s accession. 

The Summit of the Americas declaration lists 13 areas that will be covered by the FTAA. 
Specifically, they agreed to *iiiaxiimze market openness through high kvels of discipline* in 13 
areas, all of which are the bask disciplines included in the NAFTA agreement: tariff and non- 
tariff barriers affecting trade in goods and services; investment; intellectual property; dispute 
resolution; agriculture; subsidies; technical barriers to trade (standards); ruin of origin; 
safeguards; anti-dumping and countervailing duties; sanitary and phytosanitary standards and 
procedures; dispute resolution and competition policy. 

Although it is clear that the Summit leaders had NAFTA in mind when they drafted this 
list, they were not able to agree that NAFTA’s high standards should be the minimum for future 
obligatim. 

This is one important reason why the United States cannot afford to deal itself out of 
hemispheric trade initiatives by not having &st track negotiating authority in place. In addition 
to enabling our negotiators to quickly conclude negotiations with Qulc, Congressional approval 
of fut track will give our negotiaton the credibility and authority they need to actively pursue 
the enactment of the trade commitments made at the Summit of the Americas. 
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FAST TRACK IS ESSENTIAL FOR SUCCESSFUL NEGOTIATIONS 

At its core, fast track negotiating authority is the United States’ way of assuring our 
trading partners that they can negotiate trade agreements with knowing that the United States 
Congress will either approve or reject the final pact as negotiated . This authority is not a 
concession from Congress to the executive branch. Instead, it is Congress’ way of making sure 
that our negotiators have the maximum leverage at the bargaining table by ensuring that the 
United States government speaks with one strong voice. To achieve such a consensus, the 
Executive Branch must extoisively consult with all segments of the Congress before, during and 
after negotiations. 

This process has been a critical factor behind the strong, bi-partisan U.S. trade policy 
initiatives that have succeeded in opening up markets for U.S. businesses of all sizes, creating 
new high-wage jobs for millions of U.S. workers while also ensuring that American consumers 
have access to the high quality, compedtively-priccd products from around the world. 


NEGOTIATIONS WITH CHILE ARE BROADLY SUPPORTED 

There is strong bi-partisan support for free trade negotiations with Chile in the U.S. 
Congress even among Members who did not support the North American Free Trade Agreement 
itself. Many of the issues that complicated NAFTA’s approval are likely to be absent from the 
debate on Chile. 

Chile serves as a model for economic reform and democratization around the world. 
From El Salvador to the Czech Republic, Chilean economists serve as advisors to many nations 
seeking to expand economic opportunities for their citizens by moving toward a free market 
system. Despite the plethora of articles and stories about the "Chilean economic miracle" that 
have appeared around the world, I have never heard anyone claim that Chile’s strengths have 
been exaggerated. 

With a domestic market of only 13.6 million consumers, Chile has nonetheless attracted 
a remarkable share of foreign investment from around the world, enjoying the highest ratio of 
foreign investment per capita in Latin America. Indeed, news of foreign investment in Chile 
is so commonplace that it seldom makes front-page news. Instead, today you are more likely 
to read about Chilean companies investing in Argentina, Peru, Brazil or Bolivia. 

By further opening the Chilean market, the U.S. can solidify its position as Chile’s 
leading trading partner. Between 1987 and 1993, U.S. exports to Chile grew over 200 %, 
largdy due to unilateral moves by the Chilean government to open their economy. Negotiation 
of an accession agreement would knock down remaining barriers while also locking into place 
access to the Chilean mark^, thus helping to maintain the steady rise in U.S. exports which 
creates jobs here at home. 

Because Chile’s economy is already so open, negotiations for Chile’s accession to the 
NAFTA should not prove to be protracted or difficult. Some trade experts have suggested that 
absent the important fast track hurdle, negotiations with Chile could be concluded and ready for 
Congressional considoation in as little as four to six months. But, without fast track, it has 
been argued that Chile’s accession could take years. 


LABOR AND ENVIRONMENTAL ISSUES SHOULD BE DE-UNKED FROM FAST TRACK 

This possible delay in moving forward to negotiate market opening agreements with Chile 
and the rest of the hemisphere, highlights an important reason why labor and environmental 
negotiations should be kq)t separate from both trade negotiations and the fast track. By 
burdening trade negotiations with a myriad of other important issues we might want to discuss 
with our trading partners, (including not only labor and the environment but also human rights 
issues, narco-trafficking, immigration and others,) we jeopardize progress on both trade and 
these other issues. 
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Absent the controversy over labor and environmental linkages with trade, fast track 
would have most likely been included in the GATT implementing bill and negotiations with 
Chile could by now be well under way. Simply put, the broadly supported initiative to negotiate 
with Chile should not be further stalled or delayed by tying Chile’s accession to the larger and 
still unresolved and contentious proposal to link environmental and labor issues to trade 
agreements. 

Political proponents of linking labor and mvironment to trade have argued that moving 
in this direction would increase both Congressional and public support for these agreements. 
The recent experience with NAFTA, and the curr«it fast track debate, show just the opposite. 

Furthermore, the initiative to include labor and environmental objectives in the fast track 
stems from two iU-reasoned premises: 

1 . That expanded trade is detrimoital to both the environment and the rights of workers. 

2. That applying trade sanctions on other nations is the only way to improve labor and 

environmental conditions. 

In fact, the opposite is true. As we pointed out in our 1994 "Agenda for the Americas," 
white paper, jointly produced by AACCLA, the Council of the Americas and the United States 
Chamber of Commerce, "Free and open markets and sustainable development are not mutually 
exclusive, but mutually inclusive.” By pursuing macroeconomic policies that promote strong 
growth, incliKling opening markets, nations can generate the resources needed to increase 
environmental protection. That paper woit on to state that "if people of the Western 
Hemisphere earn rising incomes, they will be able to afford what they often now see as the 
‘luxuiy* of enviitNimratal protection.” 

In using trade sanctions to enforce labor and environmental goals, we risk creating new 
non-tariff barriers to trade that would not only limit the economic benefits of future agreements, 
but also postpone the day when those developing nations will be able to devote greater resources 
to acquire enviitcmmental technologies that would in turn increase environmental protection. 

We therefore urge these oommiuees to separtoe labor/environmental issues from the up- 
or-down (no amendments) provisions of fast track. 


PAYING FOR TRADE AGREEMENTS 

A second issue that has added unneeded contxoveray to recent trade agreements is the 
pay-as-you-go provisiofu of the 1988 Omnibus Budget Reconciliation Act. As you know, Mr. 
Chairman , these provisions require the Congress offset the loss of potential future tariff revenues 
resulting from a trade agreement with either budget cuts or tax increases. While these 
provisions were designed by Congress to provide some budget discipline, they are not unlike the 
now (tiscredited "baseline” budgeting procures which allowed the Congress to label reductions 
in the scheduled growth of federal spoiding as a "cut.” 

The pay-go provisioos as apfriied to trade agreements f^ to take into account the added 
revenues that these trade agreements generate simply by stimulating increased trade and 
economic growth. We believe that the ”pay-go” way of calculating the real impact of trade 
agreements on the federal budget should go the way of "baseline budgeting." 

Mr. Chairman, we thank you for this opportunity to share the views of both the 
Association of American Chamben of Commerce in Latin America and the Chilean-American 
Chamber of Commerce on this important kgialation. We look forward to working with you and 
the subcommittees to seek timely approval of fast track legislation. 
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Mr. Zimmer. Thank you very much. 

Ambassador Moss. 

STATEMENT OF HON. AMBLER H. MOSS, JR., DIRECTOR, 

NORTH-SOUTH CENTER, UNIVERSITY OF MIAMI (FORMER 

U.S. AMBASSADOR TO PANAMA) 

Mr, Moss. Thank you very much, Mr, Chairman. I will tiy to 
match my friend and colleague, Mr. Hirschmann, in his brevity. I 
appreciate mv written comments being submitted in the record. I 
think basically my statement can be summarized under four head- 
ings. 

First of all, leadership and political will. When the countries 
came together at the Summit of the Americas, 34 freely elected 
leaders of the hemisphere agreed to put together a “free trade area 
of the Americas.” One thing that has emerged at that process and 
since is clear. They looked to the United States to lead this move- 
ment and to be a part of it, and it won’t happen without that kind 
of leadership. It is a test of our political will and our ability to keep 
the momentum going. 

Second of all, the immediate issue which came out of the Miami 
summit is the accession of Chile into NAFTA, promised first by 
President Bush, ratified by President Clinton, and up for imme- 
diate consideration. I agree with everything that has been said 
about Chile’s readiness. Basically, if Chile couldn’t get into NAFTA, 
no country could. It is a model countiy. Everybody simply agrees 
with that. 

The question is will the fast track authority be there to enable 
the United States to negotiate successfully with Chile to bring it 
in. 

The third rubric in my statement has to do with our competition 
for this fabulous market of 800 million people. I agree with Ambas- 
sador Kantor in what the market is going to become within a few 
years, more important than Europe, and Europe plus Japan. It is 
ours to have or ours to lose. 

The competition, the European Union and Asia are wasting abso- 
lutely no time in negotiating, as in the European case with 
MERCOSUR, the southern countries. They will move in on the 
South American free trade area. If the United States sits back and 
does not act in its own interest, it can lose that market. 

Finally, Mr. Chairman, let me come to the controversial issue of 
the nature of fast track. No one has argued that labor and environ- 
mental concerns are unimportant, but the issue is how or whether 
they should be linked to trade. The proposal of the Declaration of 
Principles and Action Plan of the summit emphasizes more goals 
than linkages in that sense, as does the administration’s paper 
which is provided for going to the trade ministers meeting coming 
up in June, the end of this month. 

I would suggest as to how this controversy could be resolved with 
respect to fast track, there are a couple of possible si^gestions. One 
way might be to exclude labor and tne environment from fast track 
authority by name, but require the administration to submit labor 
and environmental assessments of conditions in Chile to eventually 
other NAFTA partners. That would be useful in enabling the Con- 
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gress to make up its own mind as to whether or not these were 
qualified and appropriate NAFTA partners. 

The second variant on this suggestion would be to include only 
trade in the fast track authority, but to leave any side agreements 
on labor and environment outside of that scope to full congressional 
scrutiny and not make it a part of fast track. I think we have to 
be realistic, Mr. Cheurman, free trade in the Americas — there are 
now 24 free trade agreements running up and down the Americas, 
crisscrossing them — will happen with or without the United States. 
For it to happen in the right way, and in our own national inter- 
ests, we have to be the leader, and that is, I think, what this de- 
bate over fast track is all about, and I urge its passage. 

Thank you, Mr. Chairman, 

[The prepared statement follows:] 
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and the 

Subcommittee on Rules and Organization of the House, Conunittee on Rules 
U.S. House of Representatives 
Washington, D.C. 

May 17, 1995 


Mr. Chairman and Members of the Subcommittees: 

Last December in Miami, the 34 freely-elected heads of state and government of the 
Western Hemisphere resolved to construct a "Free Trade Area of the Americas" (FTAA). It is 
to be negotiated by the year 2005 and involves the progressive elimination of barriers to trade 
and investment. The countries of the Americas look to the United States to provide the 
leadership for that commitment. The passage by the Congress of fast-track legislation will be an 
important early test of that leadership. 

The Miami Summit did not draw up a blueprint for the achievement of an FTAA. In its 
Plan of Action, however, it set a meeting of trade ministers for this June, 1995, to be held in 
Denver, and the next trade ministerial to be held in March, 1996. These meetings will construct 
the full game plan. It is critical at this stage that the United States demonstrate a firm political 
will 10 maintain the momentum needed to achieve the FTAA, a free- trading system which soon 
will have over 800 million people. The creation of this open market will be the greatest 
accomplishment of the Western Hemisphere since its countries won their independence. 

Ever since President George Bush made his historic Enterprise for the Americas speech 
in June, 1990, the North-South Center has been engaged with other institutions throughout the 
Hemisphere in studies involving the centerpiece of his speech, the economic integration of the 
Americas. We give great importance to the commitment made at the Miami Summit, to "invite 
the cooperation and participation of the private sector, labor, political parties, academic 
institutions and other non-governmental actors... thus strengthening the partnership between 
governments and society." The North-South Center has a Congressional mandate to improve 
relations among the United Slates, Canada, Latin America and the Caribbean. We believe that 
trade is the most powerful force for integration and prosperity on the planet. It has been an area 
of our emphasis, therefore, for the past five years. 

In my opinion, failure to grant the Administration fast track at this juncture would send 
a signal to our trading partners that the U.S. government is divided over whether to continue 
hemispheric negotiations as agreed to at the Summit. They may justifiably question why fast 
track has been in place for multilateral and for North American negotiations but is not in place 
for hemisphere-wide negotiations. It would be a crushing blow to U.S. credibility. Our partners 
in the Hemisphere would wonder at our failure to accomplish something so obviously in our 
national interest. 

I do not want to sound apocalyptic about these matters. It is technically correct that, 
although failure to enact this authority would make achievement of this objective very difficult, 
fast track is still only a procedural mechanism; hemispheric integration can be accomplished 
even if it is not in place. Nevertheless, since 1974, fast track negotiating authority has been 
synonymous with an American sense of purpose to complete negotiations within a finite time 
period and to assure the passage of trade accords without change by Congress. Fast track has 
been used to negotiate and approve such momentous agreements as the Final Acts of the Tokyo 
and Uruguay Round of Multilateral Trade Negotiations, bilateral free trade agreements with 
Israel and Canada and the NAFTA with Canada and Mexico. Without it, we would certainly 
be moving about in uncharted waters, and that could produce uncertain results. 

At the Miami Summit, the United States, Canada and Mexico announced that negotiations 
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would begin with Chile for that country's entry into NAFTA. Recognizing all of the factors that 
determined Chile’s readiness to join NAFTA, that promise had been made originally by 
President George Bush in 1992 and subsequently reiterated by President Bill Clinton shortly after 
he took office. Chile has been cited as a model economy in Latin America. It has had an annual 
growth rate of 7% for the last eight years, low unemployment and exemplary rates of savings 
and investment. Its imports are growing at annual rate of 26%. Chile also has adopted, in recent 
years, excellent standards of labor- managemmt relations and of environmental protection. 

Basically, it is fair to say that if Chile could not qualify for NAFTA membership, no 
country could. Nevertheless, although the negotiations will begin next month and probably can 
be concluded quickly, it is not a foregone conclusion that Chile will enter NAFTA this year. The 
reason is the absence of fast track negotiating authority. Such legislation may be in doubt 
because of the political fallout from the Mexican financi^ crisis, preoccupation by the United 
States with its own domestic concerns, and political disagreement over the form of fast track 
authority. 

After Chile, there are other potential NAFTA candidates to keep the momentum going. 
In the Caribbean, Trinidad and Tobago, and Jamaica meet appropriate standards for entry. To 
admit them would be a positive signal that the United States is moving boldly toward the FTAA. 
It would also send an important message to all the countries of the Caribbean Basin. 

From the North-South Center’s vantage point in Miami — the city which has become the 
crossroads of the Americas -- it is clear that the failure of the United States to present 
determined leadership toward Hemispheric integration would play into the hands of those who 
would prefer not to see a strong, unified FTAA with our full participation. The European 
Union (EU) has recently announced its intention to complete free trade negotiations with 
MERCOSUR, the second most important trading group in the Western Hemisphere, as early as 
the year 2001, four years before the Miami Summit deadline. 

The EU has free trade arrangements with more countries than any other entity in the 
world. It has reciprocal or one-way free trade arrangements with dozens of countries in North 
Africa, the Arab world, sub-Saharan Africa, the Caribbean Islands and in the Pacific Rim. It 
now proposes negotiating free trade agreements with the MERCOSUR beginning with an 
"interregional association agreement" in the near future and is already formulating its negotiating 
positions for this purpose. Realizing that certain agricultural products may be too sensitive for 
the Union to agree to include within a free trade agreement, the EU Vice President has stated 
that WTO rules only require that 84 percent of trade be included. This would allow the most 
sensitive agricultural products to be excluded from the agreement. 

Meanwhile, Brazil has announced its intention to create a South American Free Trade 
Agreement (SAFTA) this June through a free trade agreement between MERCOSUR and the 
Andean Pact. MERCOSUR is also negotiating a free trade agreement with Chile. Even if the 
target date is overly optimistic, past performance has demonstrated that such objectives are 
eventually attained. 

A SAFTA would mean that all major South American countries, including Argentina, 
Brazil, Chile, Colombia, Peru and Venezuela, would be united into a single undertaking. If 
such a SAFTA were to be created, the European Union would, in all probability, expand its 
negotiating mandate to include all of SAFTA as opposed to only MERCOSUR. Given its past 
experience in negotiating free trade arrangements, there should be little doubt that the European 
Union will adhere to its objective absent a strong response from the United States. 

I would like to make one additional comment regarding fast track at this point. Perhaps 
as important as passage of fast track is an agreement to end the unfortunate offset requirements 
for the bill. The case can be made that liberalizing trade by increasing economic activity 
produces an increase in tax revenues that more than offsets any loss in duty collections from 
reduced duties. Yet current i\iles require offseu, either through increased taxes or reduced 
spending for every dollar of decreased duty collections. This extremely static analysis must be 
modified to take into account the dynamic consequences of trade liber^ization. 

The United States now appears to be supporting a two-pronged approach for creating the 
FTAA. As envisioned in the Miami Summit, the two prongs are the amalgamation or 
enlargement of existing free trade arrangements and the harmonization of provisions in such 
agreements so as to create hemisphere- wide building blocks. The key developments in the first 
part of this process are the following: 

- The process of expanding existing free trade agreements will be the launching in the 
near future of Chilean accession negotiations to NAFTA. These negotiations should be 
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completed late this year or early next, with Congressional approval expected before the end of 
1996. 


-The Brazilian and American Presidents agreed at their recent summit that U.S. Trade 
Representative Mickey Kan tor and Brazilian Foreign Minister Launpreia should meet at least 
three times over the next two months to begin the process of bringing NAFTA and MERCOSUR 
together. 

-The passage of HR 553, providing for "NAFTA parity", will remove serious 
impediments to American -Caribbean Basin Trade and launch a serious process of CBI accession 
to NAPTA. It is an extremely important building block, and it is gratifying that it is achieving 
so much bipartisan support. 

With regard to deepening existing integration within the hemisphere, the OAS is to 
complete a comparison of trade provisions in each of the major hemispheric integration 
agreements. This comparison could provide the basis for the eventual harmonization of these 
provisions throughout the hemisphere. 

The United States has proposed that the upcoming Denver Ministerial approve a 
comprehensive hemispheric negotiating agenda. The proposed agenda covers almost all the 
issues encompassed in NAFTA and the Uruguay Round, including market access, government 
procurement, investment, intellectual property rights, standards, antidumping and countervailing 
duties and dispute settlement. Canada has proposed a particularly ambitious scheme for 
preferential trade negotiations, including an agreement by the end of 1996 on a ten-year phase- 
out of tariff and non-tariff barriers beginning in 1998. Colombia, Costa Rica and Peru, among 
others, have laid out specific items for trade liberalization. 

Agreement on a detailed agenda for substantive hemispheric negotiations at the June 
Ministerial would go a long way towards enhancing negotiations on the FTAA. It would be 
desirable for all participants to make suggestions of their own for hemispheric negotiations as 
well. 

Although it is not realistic to expect that fast track will be passed by the time of this 
Ministerial, a bipartisan agreement on the outline of fast track would be helpful. A trade 
subcommittee markup would send exactly the right signal in this regard. 

Let me address the most controversial aspect of fast track, the disagreement on labor and 
environmental provisions. No one has argued that labor and environmental concerns are 
unimportant, but the issue is whether, or how, they should be linked to trade. The Miami 
Summit addressed these concerns in terms of commitments made in its Declaration of Principles. 
In the section on economic integration and free trade, it states: "Free trade and increased 
economic integration are key factors in raising standards of living, improving the working 
conditions of people in the Americas and belter protecting the environment. In the U.S. Proposal 
for Agreement at the Denver Trade Ministerial (quoted in Inside NAFTA . May 3, 1995), goals 
are stated, with respect to labor, to: 

-"reaffirm Summit commitment to raise standards of living and promote worker rights 
in the region at the June Ministerial; 

--recommend that the labor ministers, at their meetings, discuss how to achieve Summit’s 
commitments on worker rights and to share those views with ministers responsible for trade 
before their next meeting in March 1996; 

-by March 1996 establish national procedures for obtaining the views of labor regarding 
the FTAA process." 

and with respect to environment, it states: 

-”al the June Ministerial, reaffirm Summit commitment to make trade and environment 
policies mutually supportive; 

-determine by March 1996 ways to consult with appropriate environment and business 
NGO’s and with the appropriate environmental ministry(or ministries) on trade issues." 


This proposal of the Administration emphasizes goals rather than linkages. This is 
consistent with a Latin American viewpoint. Latin American countries are generally supportive 
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of high labor and environmental goals, and Chile is a particularly good example. They are 
generally suspicious of linkages, however, as an infringement on sovereignty and often as an 
excuse to apply protectionist measures. 

How can this controversy be resolved with respect to fast track? One way might be to 
exclude labor and the environment from fast track authority but require the Administration to 
submit labor and environmental assessments of conditions in Chile and eventually other NAFTA 
candidates. These assessments would enable the Congress to evaluate the suitability of potential 
NAFTA partners. A variant on this suggestion would be to include only trade in the fast track 
authority, but to leave any side agreements on labor and the environment, if entered into, to 
scrutiny by the Congress without fast-track treatment. 

This is no time for the United States to turn inward. This decade has been one of great 
progress by administrations of both political parties toward a world free trading system based 
on open regionalism. There has been great continuity. In June 1990 President George Bush 
outlined the vision, in his Enterprise for the Americas speech, of a free trade system in the 
entire Western Hemisphere. He began the NAFTA negotiations which President Clinton 
completed, and for which he fought hard for Congressional approval. A successful Asia Pacific 
Economic Conference was held in Seattle, now including two Latin American members, Mexico 
and Chile. By December 1994, the Congress approved the accords resulting from the Uruguay 
Round of the GATT. At the Miami Summit, the United States took the leadership role in 
projecting the vision of the FTAA and committing to it. 

We must be realistic. Free trade in the Americas will continue with or without the United 
States. It is a fabulous market, which is ours to have or ours to lose. Of course, there cannot 
be a FTAA without the United States. It is the best of all options for the entire Western 
Hemisphere. Fast track is an important step along the way. I urge its passage. 
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Mr. Zimmer. Thank you very much, Mr. Ambassador. I would 
like to thank all the witnesses for their testimony. This concludes 
our hearings on fast track. The subcommittees are adjourned. 
[Whereupon, at 1:45 p.m., the hearing was adjourned.] 
[Submissions for the record follow:] 
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BBrOSB TKB BOBOOlOlITTBB OB TRADE 07 THE COMKITTBB 
OR RAYS AMD KBAMB AMD THE BOBOOlOlITTBB OH R0L8B 
AMD OROARXIATZOM 07 TKB OOHNITTBB OH BOLBB, 
OHITBO BTATBB HOUBB 07 RB7RBSBHTATITBB 

JOIMT KBARIMOB OH BXTEHBZOH 
07 7A8T-TRACX HBQOTXATIHO ADTHORZTT 


WRITTEN STATEMENT IN OPPOSITION TO FAST-TRACK PROCEDURES FOR 
TRADE AGREEMENTS CONTAINING THE NAFTA CHAPTER 19 
BINATIONAL PANEL DISPUTE SETTLEMENT SYSTEM 


80BMZTTBD ON BEEAL7 07 


AK STEEL COMPANY 
ALAMO CEMENT COMPANY 
AMERICAN TEXTILE MANUFACTURERS INSTITUTE 
ASH GROVE CEMENT COMPANY 
ASSOCIATION FOR MANUFACTURING TECHNOLOGY 
BETHLEHEM STEEL CORPORATION 
CALAVERAS CEMENT COMPANY 
CINCINNATI MILACRON 

COPPER & BRASS FABRICATORS COUNCIL, INC. 

FLORIDA CRUSHED STONE CO. 

FOOTWEAR INDUSTRIES OP AMERICA, INC. 

GIANT CEMENT COMPANY 
INDEPENDENT FOREST PRODUCTS ASSOCIATION 
INLAND STEEL INDUSTRIES, INC. 

LTV STEEL COMPANY, INC. 

LAFARGE CORPORATION 
LEATHER INDUSTRIES OF AMERICA, INC. 

LEHIGH PORTLAND CEMENT COMPANY 
LONE STAR INDUSTRIES 
MEDUSA CORPORATION 

MUNICIPAL CASTINGS FAIR TRADE COUNCIL 
NATIONAL ASSOCIATION OF WHEAT GROWERS 
NATIONAL CEMENT COMPANY 
NATIONAL STEEL CORPORATION 
NORTH TEXAS CEMENT COMPANY 
NORTHEASTERN LUMBER MANUFACTURERS ASSOCIATION 
PHOENIX CEMENT COMPANY 
RIVERSIDE CEMENT COMPANY 
RMC 

SOUTHDOWN, INC. 

SOUTHEASTERN LUMBER MANUFACTURERS ASSOCIATION 
SOUTHERN FOREST PRODUCTS ASSOCIATION 
TARMAC AMERICA, INC. 

TEXAS INDUSTRIES, INC. 

TEXAS-LEHIGH CEMENT COMPANY 
THE AMERICAN BEEKEPERS FEDERATION, INC. 

THE AMERICAN HONEY PRODUCERS ASSOCIATION 
THE COALITION FOR FAIR ATLANTIC SAUION TRADE 
THE COLD-FINISHED STEEL BAR INSTITUTE 
THE COMMITTEE OP DOMESTIC STEEL WIRE ROPE AND SPECIALTY 
CABLE MANUFACTURERS 
THE FERROALLOY ASSOCIATION 
THE SMOKED SAZJION ALLIANCE 
THE FRESH GARLIC PRODUCERS ASSOCIATION 
USX CORPORATION 
VAUtONT INDUSTRIES 


May 11, 1995 
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I. IHTHgPqCTIQII 

Chapter 19 of the North Anerican Free Trade Agreement 
("NAFTA") extended to Mexico the novel and unprecedented system 
for resolving antidumping duty ("AD") and countervailing duty 
("CVD") appeals that was Introduced by the U.S. -Canada Free Trade 
Agreement In 1969. Under this systemf AD and CVD determinations 
made by the governments of NAFTA countries are appealable to ad 
hoc panels of private individuals from both countries affected 
rather than to Impartial courts. The panels do not interpret 
agreed NAFTA AD or CVD rules; rather, they review agency determi- 
nations for consistency with national law. 

This system departs radically from traditional international 
dispute settlement principles whereby international bodies 
resolve disputes over the interpretation of Internationally 
agreed texts. Unlike any other international dispute mechanism, 
the Chapter 19 system entails direct implementation under nation- 
al law , without intervening political review, of decisions 
rendered by non- judges and indeed by non-citizens. 


ZI. BDMMARY 

Established as an Interim measure only for U.S. -Canada 
trade, the Chapter 19 system is fundamentally flawed and undemo- 
cratic. It places far-reaching decision-making power in the 
hands of private individuals who do not have judicial experience 
or temperament and who are not accountable in any way for their 
performance. Under this system, constitutional safeguards to 
assure judicial impartiality are absent. International panels — 
with foreign nationals frequently in the majority — interpret 
and implement U.S. lav, and their decisions have the force of 
lav. Justice Department officials warned Congress in 1968 that, 
for this very reason, the proposed system was unconstitutional. 

In addition, the system's ad hoc and fragmented nature dooms 
it to failure as a replacement for domestic courts. Especially 
if the system were extended to additional countries, industries 
attempting to exercise their rights against unfair trade from 
different points of origin would end up facing a multiplicity of 
panel and court proceedings likely to yield divergent rulings on 
identical issues. Neither industry nor the government agencies 
involved could afford to prosecute so many litigations. The 
result would be incoherent bodies of law, an unpredictable 
environment for litigants and businesses, and even the possibili- 
ty of MFN problems resulting from unequal application of AD and 
CVD laws. In short, the system would become unworkable (and the 
Congressionally-mandated U.S. trade remedies unusable). 

The Chapter 19 system has already failed In some of its most 
critical disputes. Panels reviewing U.S. Government determina- 
tions have repeatedly disregarded the requirement that they 
behave like a U.S. court and apply U.S. law, and they have 
impaired implementation of mandatory U.S. trade remedies. In 
light of the system's abysmal disposition of the recent softwood 
lumber subsidy case — including undisclosed conflicts of Inter- 
est on the part of two panelists and the express refusal of one 
panelist to apply U.S. law as called for in the NAFTA — U.S. 
Industry can have little faith in U.S. trade remedy policies as 
applied to imports from Canada and Mexico, much less to imports 
from an even broader array of countries. 

The Chapter 19 system need not, and should not, be extended 
to other countries since the WTO dispute settlement system 
satisfies U.S. importers' and exporters' need for international 
dispute resolution. Unlike the Chapter 19 system, the WTO system 
is based on traditional international dispute settlement princi- 
ples, i.e., international bodies interpreting international 
rules. The unprecedented impairment of sovereign legal functions 
entailed by Chapter 19 — with foreign nationals interpreting and 
implementing domestic law — is unworkable in the United States 
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and, in the long term, in any country. 

Accordingly, Congress should direct the Administration to 
negotiate elimination of Chapter 19 from the NAFTA. At minimum, 
legislation — for example legislation renewing fast-track proce- 
dures for trade agreements — should expressly prohibit agree- 
ments that extend the Chapter 19 system to trade with additional 
countries. In addition, fast-track procedures should be express- 
ly inapplicable to bills for the implementation of trade agrees- 
ments that extend the chapter 19 system, it is important that 
this matter be carefully considered at this juncture to prevent 
Chapter 19 from becoming part of a template for future, broad 
U.S. free trade agreements. 


III. BACKgROUNP OK THB CHAPTER 19 SYSTEM 

A primary Canadian goal in negotiating the U.S. -Canada Free 
Trade Agreement ("CFTA") was exempting Canadian exports from the 
United States' AD and CVD lavs. The United States maintained a 
diametrically contrary position: the agreement should establish 
disciplines on unfair trade practices rather than permitting them 
to go unsanctioned. 

U.S. and Canadian officials reached a compromise on this 
issue as the negotiations drew to a close in the Fall of 1988. 

The CFTA provided that after the agreement came into effect the 
United States and Canada would pursue negotiations on subsidy 
disciplines and a "substitute system" of AD and CVD rules. CFTA 
Art. 1907. Pending achievement of the "substitute system," and 
for a maximum of seven years, CFTA Art. 1906, the countries would 
operate under the Chapter 19 system of AD/ CVD review by panels. 

Chapter 19 was revolutionary and extremely controversial. 
First, judicial review of disputes involving customs duties by 
impartial courts created under Article III of the Constitution 
has a long history in the United States.^ Replacing impartial 
courts with binational panels raised the specter of unfair 
decisions and circumvention of U.S. law. 

Second, during Congress's consideration of the CFTA, U.S. 
Justice Department officials advised that the system would be 
unconstitutional if panel decisions were Implemented automatical- 
ly, as is now the case. United Statea-Canada Free Trade Agree- 
ment; Hearings Before, the Senate Judiciary Committee . lOOth 
Cong., 2d Sess. 76-87 (1988) (" Senate Judiciary Comm. HearinQ "K 
Several Members of Congress expressed serious reservations about 
the constitutionality and workability of Chapter 19, including 
Senators Grassley and Heflin, fifia at 89-98; S. Rep. No. 509, 
100th Cong., 2d Sess. 70-71 (1988). 

The Chapter 19 system was ultimately accepted along with the 
rest of the CFTA based on Executive Branch commitments to Con- 
gress that: 1) panels reviewing U.S. agency determinations would 
be bound by U.S. law and its governing standard of review, just 
as the Court of International Trade is so bound; 2) there would 
be strict and fully enforced panelist conflict-of-interest rules; 
and 3) the system would be in place only a short while and only 
with Canada. According to one of the primary U.S. negotiators on 
this issue, the system could only work for Canada. It was 

not, and [was] not intended to be, a model for future 
agreements between the United States and its other 
trading partners. Its workability stems from the 
similarity in the U.S. and Canadian legal systems. 

With that shared legal tradition as a basis, the panel 
procedure la simply an interim solution to a complex 


V Reported cases include, for example. United States v 
Tampan . 24 U.S. (11 Wheat.) 418 (1826) and Elliot v. 
Swartwout . 35 U.S. (10 Pet.) 137 (1836). 
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issue in an historic agreement with our largest trading 
partner. 

United^t ates-Canada Free Trade Agreement i Hearings Before the 
House Judiciary Committee . 100th Cong., 2d Sees. 73 (1988) 
(Testimony of H. Jean Anderson) . 

Although the Chapter 19 system was accepted, negotiations 
with Canada to create disciplines on unfair trade practices, 
including subsidies, failed. Nonetheless, with little additional 
discussion, and contrary to Executive Branch commitments to 
Industry, the system was made a permanent part of the NAFTA in 
1994. 


IV. CHAPTER 19* a DESIGN IS FLAWED IN SEVERAL RESPECTS AND HAS 

SERIODB COHOTITOTIONAL PROBLEMS 

Under the Chapter 19 system, panels are formed on a case-by- 
case basis to review the consistency with national law of AD and 
CVD determinations issued, in the United States, by the Commerce 
Department ("EX^C") and the U.S. International Trade Commission 
("ITC") . The panels contain five members — three from one 
country involved in the case and two from the other — who are 
private-sector trade experts, usually lawyers.^ 

The system is undemocratic and PnaccQuntabla 

On its face, the system is, at minimum, anomalous. A group 
of private individuals, each with his or her own clients and 
interests, is empowered to direct the actions of government offi- 
cials and dictate the outcome of cases involving billions of 
dollars in trade. These panelists do not have judicial tempera- 
ment or training. Nor are they Insulated, as judges must be, 
from outside pressures and conflicts. Once a case is over, the 
panelists simply return to their occupations — many of them 
practicing before the very agencies whose decisions they recently 
were reviewing. They are not accountable in any way for their 
decisions as panelists. 

This process is contrary to traditional principles of repre- 
sentative governance. Indeed, as indicated above. Justice 
Department officials advised Congress that the Chapter 19 system 
contravenes a constitutional provision intended to establish 
accountability among U.S. decision-makers (the "Appointments 
Clause"),*^ Congress cannot "sanction" or "correct" erroneous 
decisions because the "judges" are not part of a standing judi- 
ciary. 

The Bvatem Violates Prlneloles of Impartial Judicial Review 

Article III of the Constitution establishes safeguards to 
assure an impartial federal judiciary, i.e., life appointment and 
freedom from salary diminution. As noted above, review of trade 
cases by Article III judges has a long tradition in the United 


2/ Each country involved in the dispute appoints two panelists. 
NAFTA Chapt. 19 , Annex 1901 . 2 . The two countries are then 
to agree on a fifth panelist. Id. If they are unable to 
agree, the two countries decide by lot which country will 
select the fifth panelist. Id. 

1/ U.S. Const, art. II, | 2, cl. 2. Ironically, the Appoint- 
ments Clause emerged, in part, from the Founders* experience 
with the British colonial government's selection of Royal 
officials, a preponderance of which were customs officials. 
The Founders included as a grievance in the Declaration of 
Independence that the King "has erected a multitude of New 
Offices, and sent hither swarms of Officers to harass our 
People, and eat out their substance." The reference is to 
customs officials. Barrow, Trade and Empire 256 (1967). 
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States,^ and dispensing vith Article III protections for re- 
views of AD/CVD determinations is unwarranted, in fact, con- 
flicts of interest on the part of panelists were a major problem 
in the Chapter 19 review involving Canadian softwood lumber (see 
below) . Even setting constitutional infirmities aside, the 
conflict-of-interest prone Chapter 19 arrangement creates a 
serious perception problem damaging to the credibility of the 
international trading system. 

The System’s Ad HoQ^ Eragmented Mature Renders it Pnworfcable 

The Chapter 19 system contemplates that a separate panel 
proceeding is to resolve each AD/CVD appeal on a country-by- 
country basis. In practice, this cannot work, especially if 
Chapter 19 is extended to many different countries. An industry 
seeking a remedy against unfair trade from several countries — 
as is often the case — would end up facing proceedings before 
panels for each of the countries from which unfairly-traded 
merchandise is imported. The resulting decisions could relate 
literally to Identical issues. 

Neither the affected industry nor the U.5. agencies involved 
could afford to engage in this multiplicity of litigations. Even 
if this were manageable procedurally , the panels would Inevitably 
come to different interpretations of U.S. law on the same under- 
lying issues. Such an atomized judicial mechanism cannot retain 
(and indeed has never gained) credibility. The Inevitable result 
is an unworkable system, leading to effective neutralization of 
the trade laws. 


V. In Praot lcA» the Chapter 19 Bystem Has Been Disastrous 

Before it came into effect. Senator Grassley expressed deep 
concern about the novel experiment in replacing the U.S. judicia- 
ry with panels and whether it could, in practice, earn the 
respect of private parties. Senate JudiglflgY. Conm. Hearing at 
89-90, 94, 96. Unfortunately, Senator Grausley's concerns have 
been vindicated. Based on the panels* track record, private 
parties cannot have faith that the trade laws will be admin- 
istered fairly or correctly as regards imports from Canada and 
Mexico, much less Imports from an even broader array of coun- 
tries. 

Were they to adhere to the standard of review mandated by 
the NAFTA and U.S. law, panels would be very deferential to DOC 
and ITC trade determinations. In particular, they would sustain 
the agency's findings unless they have no "reasonable” factual 
basis or are grounded on a legal interpretation that is "effec- 
tively precluded by the statute." PPG Indus.. Inc, v. United 
States . 928 F.2d 1568, 1573 (Fed. Cir. 1991). 

As recognized by Congress, the reality has been to the 
contrary.^ Panel decisions involving Canadian pork and swine 
imports were so flawed that the U.S. Government sought review by 
appellate chapter 19 panels ("extraordinary challenge committees” 
or "ECCs"). The swine ECC virtually conceded that the lower 
panel erred but declined to take corrective action. Live Swine 
from gftnadft. No. ECC-93-1904-01 USA, slip op- at 6 (Apr. 8, 1993) 
("(TJhe Committee felt the Panel may have erred.") 


V note 1 and accompanying text. 

V Sfifi S. Rep. No. 189, 103d Cong., 1st Sess. 43 (1993) ("The 
Committee believes . . . that CFTA binational panels have, 
in several instances, failed to apply the appropriate stan- 
dard of review. . . .")? see also H.R. Rep. 361, 103d Cong., 
1st Sess. 75 (1993) . 
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The Chapter 19 systen also failed conspicuously in the 
recent case involving subsidized Canadian softwood lumber, the 
largest single trade case to this point. In that case: 

• The lover panel decision and the ECC decision were decided 
by bare majorities strictly along the lines of the national- 
ity of the panels* members. Certain Softwood Lumber Prod- 
ucts from Canada . Ho. USA-92-1902-1904-01, slip op. (Doc. 

17, 1993); Certain S oftwood Lumber Products from Canada. No. 
ECC-1904-01USA, Slip op. at 37 (Aug. 3, 1994) f** Lumber 
ECC "^ . The United States lost on a "coin flip," pursuant to 
which the lower panel and ECC contained Canadian majorities. 

• Two of the three Canadian members of the lower panel and 
their law firms were involved in representations of Canadian 
lumber interests and governments. Contrary to applicable 
ethical rules, most of these conflicts were not disclosed. 
See Lumber ECC at 71-86, Annex 1 (Wilkey opinion) . 

• The panels disregarded explicit Congressional committee 
reports which specified the proper interpretation of the CVD 
law on litigated issues. See Brief of United States . No. 
ECC-1904-01USA, at 69, 79-80 (May 3, 1994). 

• An ECC member relied on a facially wrong understanding of 
the review standard for panels that is established by the 
NAFTA and the applicable U.S. statute. See Lumber ECC at 28 
(Hart opinion) (indicating that panels need not be as defer- 
ential as the Court of International Trade) . 

The dissenter in the lumber ECC decision was former Federal 
Appeals Court Judge (and former Ambassador) Malcolm HiDcey, one 
of the United States' foremost jurists. According to Judge 
Wilkey, the underlying panel majority opinion "may violate more 
principles of appellate review of agency action than any opinion 
by a reviewing body which I have ever read." Lumber ECC at 37 
(Wilkey opinion) . Moreover, Judge Wilkey demonstrated that the 
lumber case violated all of the safeguards on which congress 
based its conclusion that the Chapter 19 system is consistent 
with constitutional due process protections. Id. at 69-70, 
citing H.R. Rep. No. 816, Pt. 4, lOOth Cong., 2d Sess. 5 (1988). 

Recent Mexican statements provide even more reason to fear 
that respect for national law — a central feature of the system 
on which U.S. acceptance was explicitly based — will continue to 
be lacking. Appearing before a panel reviewing a Mexican anti- 
dumping determination on steel products from the United States, a 
lawyer from SECOFI (Mexico's AD/ CVD administrative agency) 
directly challenged the common understanding that panels are to 
review agency determination as national courts would, for consis- 
tency with national law: 

The panel, a Secofi lawyer said, can make independent 
decisions and is not limited to judging whether the 
dumping investigation was legal under Mexican lav. 

"The question is the nature of the panel’s powers. , . 

. The panel is supposed to resolve disputes," and is 
not necessarily bound to apply the letter of Mexican 
law, he told panelists.^ 

Apparently, SECOFI is counting on the binational panel to affirm 
its determination notwithstanding inconsistencies with Mexican 
lav. Even if SECOFI ' s arguments are rejected by this particular 
panel, this statement calls into question the Chapter 19 system's 


The softwood lumber case concerned trade flows totalling 
around $5 billion per year. 

2/ "NAFTA Dispute Resolution Panel Examines Steel Issue in 

First Hearing," BNA Daily Report for _ £)<ecutiv^s 6-7 (Apr. 
21, 1995). 
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theoretical utility for U.S. exporters as veil as (more impor- 
tantly) revealing an expectation on the part of our NAFTA partner 
that panels will, explicitly « substitute their preferences for 
the requirements of national law. 


VI. Relevance for Future Trade Agreements 

The Infirmities in Chapter 19 's design and its failures In 
practice show that the U.S. Government should belatedly adhere to 
the CFTA negotiator's admonition noted above and not extend the 
Chapter 19 system to other countries. Even setting aside these 
problems with Chapter 19, however, it should not be part of 
future U.S. free trade relationships because it is not needed. 

The WTO system fulfills any legitimate need for international 
AD/CVD dispute settlement. 

Unlike the Chapter 19 system, WTO dispute settlement will 
operate under standard principles of international dispute 
settlement: WTO panels will resolve disputes over the meaning of 
the WTO texts, deciding whether the importing country has com- 
plied with its international obligations. This process, coupled 
with access to domestic courts, should satisfy any concerns about 
securing unbiased review of AD/CVD determinations. There is 
simply no need for the unworkable and sovereignty- impairing 
Chapter 19 system. 

Even if Chapter 19 's theoretical benefit to U.S. exporters 
showed real signs of materializing, that benefit would be vastly 
outweighed by the systemic problems described above and the 
undermining of U.S. trade remedy policies that would inevitably 
result. Moreover, the benefit to U.S. exporters would be margin- 
al indeed since, with respect to ensuring that foreign govern- 
ments' AD/CVD determinations comply with national law, the WTO 
agreements include provisions on effective judicial review. 

While hard work by negotiators will be needed to make these 
provisions meaningful in practice, they present an opportunity to 
achieve by more legitimate means the very goals Chapter 19 was 
ostensibly designed to promote. 


VII. Cgpclugtog 

The U.S. Government should negotiate elimination of the 
chapter 19 dispute settlement system as it exists with Canada and 
Mexico. At minimum, Chapter 19 should not be extended to addi- 
tional U.S. trading partners. 

Congress should: 

• Ensure that "fast-track" negotiating authority and imple- 
menting procedures are unavailable for trade agreements that 
extend the Chapter 19 system to additional countries. 

• Hold hearings on the Chapter 19 system to investigate: 

1) whether the system is constitutional; 2) whether the 
system is necessary in light of WTO rules and the WTO dis- 
pute settlement system; 3) the suitability of the system as 
a permanent replacement for judicial review of trade cases; 
and 4) the past performance of the system. 

« Direct the Administration to pursue through negotiations 
elimination of Chapter 19 from the NAFTA. 

• Consult closely with the Administration regarding not only 
U.S. panelist appointments but also consideration of panel- 
ists proposed by Canada and Mexico. 
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STATEMENT 

OF 

THE AMERICAN FOREST & PAPER ASSOCUTION (AF&PA) 

SUBCOMMITTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 
AND 

SUBCOMMITTEE ON RULES AND ORGANIZATION 
COMMITTEE ON RULES 

U.S. HOUSE OF REPRESENTATIVES 


*'Fast Track Negotiating Authority" 


The American Forest & Paper Association appreciates this opportunity to advise the 
Committee of our views regarding the extension of fkst track negotiating authority. 

AF&PA is the national trade association of the forest, pulp, paper, papert>oard, and wood 
products industry. AF&PA represents approximately 400 member companies and related trade 
associations (whose memberships are in the thousands) which grow, harvest and process wood 
and wood fiber, manufacture pulp, paper and papoboard products fiom both virgin and recovered 
fiber, and produce engineered and tra^tional wood products. 

The vital national industry which AF&PA represents accounts for over sevoi percent of 
total United States manufacturing output. Employing approximately 1.6 million people, the forest 
and paper industry ranks among the top 10 manufacturing employers in 46 states, with an annual 
payroll of approximatdy $49 billion. Total sales of U.S. forest and paper products exceed $200 
billion annually. 

The U.S. is the world's largest producer of pulp and paper and paperboard; it provides 
35 percent of the world's pulp, and satires 30 percent of its paper and paperboard ne^. 

In 1994, U.S. forest products exports totafied $ 18.2 billion. Using the Department of 
Commerce yardstick, these sales support more than 360.000 direct and indirect jobs here in the 
United States. 

Our export sales represent the fostest growing s^ment of our industry's business, and an 
important source of growth. For pulp, paper and paperiroard, exports rqiresented more than 40 
percent of the growth in output during the 1988-1994 period. 

This industry is ranked among the most competitive in the world. We have historically 
relinquished any tariff protection here in the U.S. and relied upon our competitive strength to win 
markets abroad. Whm trade barriers are eluninated, and the playing field leveled, the 
investments in quality and productivity enhancements our indukiy has made in recent years has 
left us very well positkmed to take foil advantage of market-opening i^iportunities. 

Clearly, the maintenance and expansion of open world markeu is vital to our future as a 
global industry. For this reason, we have historically supported our govenunenf s efforts to open 
world markeu and hive eonsistefitly worked for the ectensioo of foil track negotiating authenity. 
We believe it is setfovident that su^ authority is an absolute prerequisite for the conduct of 
credible inteniational trade negotiatiofa. 
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That remains our position today. AF&PA would support the extension of fast track 
authority — but we wish to emphasize that such authority should be granted solely for the purpose 
of negotiating agreements which will serve to open markets and liberalize trade. We would 
oppose any attempt to encumber the achievement of open world markets by the imposition of 
unrelated — and perhaps inimicable - environment and labor objectives in such negotiations. Our 
views are based on two fundamental observations. 

The first is the historic basis for the delegation of authority under fast track. In our view, 
it is entirely inappropriate to accord &st track treatment to any agreement relating to international 
environmental and labor matters. The legislative history of fast track procedures makes it clear 
that they are intended only for the conduct of trade negotiations where there is sufficient support 
for broad market-opening goals and objectives that the Congress is willing to forego the 
opportunity for specific amendments. 

This is not the case for international environmental or labor issues. There is no domestic 
political consensus regarding the extent to which trade agreements should be used to accomplish 
environmental and labor objectives, nor indeed, on what those objectives should be. Nor is there 
any international agreement on how these subjects should be treated in the context of a global 
system of jurisprudence focused exclusively on trade. Absent any clear sense of direction from 
the American people, any international agreement in these areas must therefore be subject to full 
public scrutiny and Congressional review. 

The second relates to the underlying calculation of reciprocal concessions and mutual 
benefit which is at the heart of a good trade agreement. Effective trade agreements must first 
make economic sense. The introduction of labor, environmental, or other objectives which cannot 
be quantified necessarily unbalances this equation and— to the extent that the U.S. is the 
demander— clearly diminishes the economic benefit which the U.S. can request of its partner to the 
deal. 


It should be emphasized here that there is no stronger advocate for high standards of 
environmental and labor protection than the U.S. forest products industry. It is our view that the 
environmental and labor practices of our companies are among the highest in the world. We 
would support efforts by our government to negotiate cooperative agreements with other nations 
with the objective of achieving mutually agreed goals in these areas. However, we would attach 
the following conditions to any such agreements; 

o they must be strictly separated from any trade negotiation, to avoid any 

interpretation that such agreements are integral to performance under the trade 
agreement, or that such agreements are a legally required part of a trade pact; 

0 because they have the potential to impact domestic law and policy in these areas, 
and as we have indicated, because there is no domestic consensus, any such 
agreements should not themselves be subject to fast track procedures; 

o they must not provide for trade sanctions as enforcement mechanisms. 

In the immediate case, AF&PA would support the extension of fast track authority for 
negotiations with Chile. Beyond this, we do not have a view on the duration and scope of such 
authority. However, we strongly recommend that the statement of negotiating objectives make it 
clear that this would apply only to issues related to traditional trade matters, including tariffs, 
standards and subsidies, and specifically exclude accesrion to the NAFTA side agreements 
relating to environment and labor. We do not believe that Chile or any other future NAFTA 
partner should be required to accede to the labor and environmental side agreements. 
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On the other questkMu r^nrdmg fiut trnck* AFftPA would lupport enhanced 
Congresiional atvotvement in the process, not just in the formulation ^ objectives, but on a 
continuing basis. We would also aippoit a process for separate oonsidcration of the funding 
mechanism for fiiturc agreements. The present p^-go approach not only denies the leaGty of the 
hu^-term fiscal gains fiom trade expanMo, h fmee omnpames to choose b e t ween the dear brng- 
term gains from trade and potential tax chaises whkfa go to the immediate bottom line. These 
are not the kinds of calculations aducfa U.S. oonqwiies should be frnoed to make if they are to 
compete in tomo r row’s global markets 

Mr. Chairman, the U.S. forest products industiy is unshakably co m mi tted to free trade. 
We are abo sunKKtive of expanded inieraational co op er atk a on matters rdated to the 
envi ron ment a^ labw. We bdieve that the effort to many these two does a disservice to both. 
We urge you to provide fost track authority vtducfa will aHw the President to realize the viskm of 
the MiaiiuSumn^ and continue to global markets for American industiy. At the same 

time; we urge you to oppoee any attempts to impose a new template on the ^ohel trade system 
which would put at risk the dcady expansion of global economic c^^Mnluiuty whidi hu aerved u 
the foundatioo of our post war economic expansioo. 
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STATEMENT OF THE CUSTOMS AND INTERNATIONAL TRADE BAR 
ASSOCIATION IN OPPOSITION TO AUTHORIZING FAST-TRACK 
NEGOTIATION OF INTERNATIONAL TRADE AGREEMENTS WHICH 
INCLUDE BI-NATIONAL PANEL REVIEW IN ANTIDUMPING AND 
COUNTERVAILING DUTY CASES 


The Customs and International Trade Bar Association ("CITBA ") , 
the nation-wide organization of customs and international trade 
lawyers, opposes an extension of fast-track negotiating authority 
for any free trade agreement which would include the use of bi- 
national panels to review administrative decisions in 
countervailing duty and antidumping duty cases to determine their 
lawfulness for purposes of U.S. lav. 

While CITBA has never opposed and does not now oppose any free 
trade area agreement, CITBA has consistently opposed bi-national 
panels for review of U-S. countervailing duty and antidumping duty 
determinations. CITBA now reiterates its opposition and, in 
addition, opposes extending the bi-national panel system beyond the 
current NAFTA signatories. 

CITBA has approximately 450 customs and international trade 
attorneys as members. CITBA members practice before all of the 
courts and agencies involved in U.S. customs and international 
trade proceedings and litigation, including the United States Court 
of International Trade, the United States Court of Appeals for the 
Federal Circuit (CAFC) , the United States Supreme Court, and the 
administrative agencies which make countervailing duty and 
antidumping duty determinations, the United States Department of 
Commerce and the United States International Trade Commission. 
Many of our members have also appeared before the bi-national 
panels constituted under Chapter 19 of the United States-Canada 
Free Trade Agreement (US-CFTA) , as well as similar panels 
constituted under NAFTA. Moreover, members of the association also 
have served as panel members in these proceedings. 

CITBA 's continuing opposition to bi-national panel review is 
premised on the following considerations: 

1. Bi-national panel review permits and directs the 
imposition, assessment, and collection of United States government 
taxes (i.e., imposition and collection of United States 
countervailing duties and antidumping duties) without the benefit 
of Article III judicial review. In our view, such a system is both 
unconstitutional and unwise as a policy matter because (a) the 
cases are not disputes of an international character and (b) the 
panels replace the governmental institution which is intended and 
is best suited to adjudicate the lawfulness of agency actions for 
purposes of U.S. law — Article III courts — with an institution 
less well suited to perform exactly the same function. 

2. Members of the bi-national panels are predominantly a 
constantly changing ad-hoc array of practicing international trade 
lawyers (whether United States, Canadian or Mexican citizens) with 
continuing professional responsibilities to their clients and law 
practices, who have not been appointed or confirmed by the United 
States Senate and have not taken the Constitutionally-required oath 
to preserve, protect and defend the Constitution of the United 
States. In addition to being unconstitutional, establishment of 
this pool of decision-makers is unwise as a policy matter because 
it creates the appearance of a lack of impartiality, thereby 
undermining legitimacy and confidence in the system. 

3. Bi-national panel review creates a dual, if not multiple, 
system of review which produces two or more separate legal 
interpretations of the same trade laws, sometimes in the same case. 
It is constitutionally suspect since it may result in unequal 
protection of the laws and certainly undermines the constitutional 
requirement of uniform import duties. Moreover, the multiplicity 
of decisions is unwise as a policy matter because of the confusion 
and burdens it inevitably creates. 
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Countervailing duties are imposed by the United States to 
offset the effects of foreign governmental subsidies conferred on 
products imported into the United States. 19 U.S.C. S 1671, sX. 
seq . Antidumping duties are duties Imposed by the United States 
when foreign goods enter the United States at less than their 
"normal value." 19 U.S.C. S 1673, sea . "Normal value" 
(formerly )uiovn as "fair value") is generally the higher of (a) the 
home-market price of the product or (b) the manufacturing costs of 
the merchandise, plus overhead, expenses, and profits. Before 
countervailing or antidumping duties are imposed, the United States 
International Trade Commission must determine that a United States 
industry is materially injured or threatened with material injury, 
or, if such industry does not exit, whether the establishment of 
an industry in the United States is materially retarded by reason 
of the subsidized or dumped imports. Because of the method of 
calculating the countervailing duty or antidumping duty, many such 
duty determinations have tended to be among the highest of all 
United States taxes when calculated on an qA valorem basis. 

Currently, except in cases involving imports from Mexico or 
Canada, antidumping and countervailing duty determinations by the 
Department of Commerce and International Trade Commission are 
reviewable at the request of importers, exporters, and United 
States manufacturers and their labor unions in the United States 
Court of International Trade, an Article III court established by 
Congress. Decisions of the Court of International Trade are then 
reviewable by the CAFC, and ultimately by the United States Supreme 
Court. By virtue first of the US-CFTA and then NAFTA, 
administrative determinations in antidumping and countervailing 
duty cases affecting Canadian — and now also Mexican — products 
imported into the United States are subject to review by bi- 
national panels consisting of experts in the international trade 
fields from the exporting and importing countries involved. 19 
U.S.C. § 1516a (g) . These panels have tended to be composed of 
international trade lawyers who also have clients in other 
antidumping duty and countervailing duty cases. Antidumping duty 
cases and countervailing duty cases from Mexico and Canada may be 
reviewed In United States Courts but only if all sides first waive 
bi-national panel review. Since 1989, the effective date of the 
US-CFTA, such a waiver has never occurred. 

Bi-national panels were first proposed as a substitute for 
judicial review of countervailing and antidumping duty disputes in 
the US-CFTA. They were apparently a last-minute compromise among 
the parties to overcome their differences as to whether 
countervailing and antidumping duty measures should even exist 
between countries who were members of a free trade area. Rather 
than resolving the fundamental problem, the negotiators decided to 
study the issue for five to seven years and, in the interim, review 
countervailing duty and antidumping duty decisions in bi-national 
panels. The concept of bi-national panels had not been previously 
discussed publicly, and when it first appeared as part of the final 
text of the negotiated agreement, CITBA immediately objected. 

CITBA's opposition to the bi-national panel provisions of the 
US-CFTA were set out in its statements of December 3, 1987 and 
March 3, 1988. By letter dated July 8, 1992, CITBA also objected 
to the inclusion of the bi-national panel procedure in the NAFTA. 
On April 25, 1995, CITBA reaffirmed its opposition to such panels. 
CITBA's December 3, 1987 and March 3, 1988^ statements in 
opposition to bi-national panel reviews of countervailing duty and 
antidumping duty determinations are matters of public record. 
While we here briefly review and reemphasize these outlined main 


^ Sefi Near ipq Before S. Finance Committee on the U.S.-Canada 
Free-Trade Agreement . S. Rep. No. 100/1081, at 160-185 (1988). 
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points, ve also readopt and reaffirm all the points we made in our 
prior submissions without repeating them here. 


LACK OF REVIEW BY ARTICLE III FEDERAL COURTS. 

A. Elimination Of Article III Judicial Review Of 
Countervailing Duty And Antidumping Duty 
Determinations Is Unconstitutional . 

i. In General . As stated above, antidumping and 
countervailing duty cases arise under statutes of the United States 
to remedy injury to United States industry from dumped and 
subsidized imports by imposing a supplemental import duty, payable 
to the United States, on the imported merchandise. 

Prior to the adoption of the Constitution in 1787, the 
continued existence of the United States had become increasingly 
problematical because the central government under the Articles of 
Confederation had no compulsory mechanism by which to raise revenue 
to fund its operations. The various states had repeatedly rejected 
requests by Congress to give Congress the power to levy import 
duties. When New York again rejected such a request in 1786, the 
Constitutional Convention was called, with George Washington acting 
as its president, to organize the nation's form of government.^ 

Since the main purpose of the convention was to provide the 
central government with the authority to raise revenue by import 
duties (see Constitution, Article I, Section 8), each of the major 
plans first proposed at the convention provided that new federal 
courts be established (under the Articles of Confederation there 
were no federal courts at all) to review these customs cases. 
Thus, for example, the "Virginia Plan," proposed by Governor 
Randolph of Virginia, provided: 

9. Resd. that a National Judiciary be established to 
consist of one or more supreme tribunals, and of inferior 
tribunals to be chosen by the National Legislature. . - that 
the jurisdiction of the inferior tribunals shall be to 
hear and determine in the first instance, and of the 
supreme tribunal to hear and determine in the dernier 
resort, all. . .cases — which respect the collection of the 
National Revenue... 

Farrand, I Rec ords of the Federal Convention of 1787 21-22 (New 
Haven, 1911, 1936, 1986) ("Records"). Competing plans submitted 
by New Jersey, Hamilton and Pinckney also each provided for similar 
new federal judicial review over tax matters. See id . at 136, 223- 
224, 230, 232, 237, 243, 244, 293 & 305. As the Convention granted 
more powers to Congress, the functions of the Federal Courts 
encompassed more subjects and the Judicial power that we know today 
in Article III became generalized so that, in James Wilson’s words 
(referring to Congress' control over duties and trade), "the 
Judicial should be commensurate to the legislative and executive 
authority." id. at 237, n. 18. (See also George Washington's 
letter of transmittal at II Records 666.) True to expectations, 
the first Congress as its first substantive act passed the tariff 
act, 1 Stat. 24. 

Since that time disputes between importer-taxpayers and the 
government over import duties have been subject to judicial review 
in Courts of the United states organized under Article III of the 
Constitution to determine whether the duty assessed is in 
accordance with law. Such taxes are always levied pursuant to a 


2 

see. geperpllY Max Farrand, The Jramina of the Const! tut inn 
^ the united States, 4-6, 45-46 (1913, reprinted 198 8 ) ; Carl vaS 
Doren, The Great Rehearsal 45 (1986). 
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law of the United States passed in accordance with the 
Constitution, which grants Congress the power to levy duties upon 
Inports. Thus, they fall squarely within federal question 
jurisdiction provided by Article III, Section 2. This has always 
been the position of the United States Goveminent and CITBA 
believes that renoval of such review is unconstitutional. 

Z. Case Lav Does Not Support Bi -National Panel Review. In 
light of these constitutional provisions, it is noteworthy that the 
decision of the U.s. Supreme Court most cften cited in support of 
the constitutionality of bi-national panels, Carv v. Curtis 44 U.S. 
(3 How.) 236, 11 L. Ed. 576 (1846), does not in fact provide such 
support. Zn Carv . the Court, in a 4-3 decision, interpreted a 
statute to extinguish one of the available procedures for obtaining 
judicial review of customs duty assessments: that was the common 
law action in assumpsit, which was the most commonly used procedure 
at the time, but not the only one. The Court ruled that the 
statute as interpreted was constitutional. However, in a passage 
that subsequently seems to have been often overlooked, the Court 
majority emphasized that it did not intend to condone the 
constitutionality of entirely eliminating Article III judicial 
review in import duty cases: "[njeither have Congress nor this 
court furnished the slightest ground [for the assertion that under 
the statute, as interpreted by the Court] the party is debarred 
from all access to the courts of justice, and left entirely at the 
mercy of an executive officer.” 44 U.S. (3 How.) at 250. Rather, 
the Court appears to have felt that other procedures for obtaining 
judicial review remained available. Thus, as the Supreme Court 
later noted, Carv v. Curtis "specifically declined to rule whether 
all right of action might be taken away from a protestant, even 
going so far as to suggest several judicial remedies that might 
have been available.” Glidden Co. v. Zdanok . 370 U.S. 530, 549 
n.21 (1962) (citing 44 U.S. (3 How.) at 250). 

Accordingly, CITBA reiterates its position that withdrawing 
Article III judicial review from United States federal tax 
determinations is unconstitutional. 

B. Policy Issues. 

1. Bg-vAew_ Of _&gencv_Pecisions Under U.S. Law Is Not An 
"International" Dispute . Since bi-national panels are essentially 
international tribunals, support for such panels may be based in 
part on the perception — a false perception, however — that 
review of antidumping and countervailing duty determinations 
pursuant to U.S, statute is an "international dispute" which 
requires some special form of "international" or "bi-national" 
settlement. On the contrary, it is important to emphasize that the 
antidumping statute and the countervailing duty statute reviewed 
by bi -national panels are tax-levy laws of the United States. 
Moreover, the bi-national panels review the agency decisions to 
determine whether they conform to the requirements of U.S. law — 
not whether they satisfy an international standard set forth in 
the US-CFTA, NAFTA, or other international trade agreement. 

Equally important, reviews of agency decisions under the 
antidumping and countervailing duty statutes are not transformed 


In any event, within 36 days after Carv . Congress passed 
an amendment which overruled the Court's interpretation of the 
statute and restored the right to obtain judicial review in federal 
court by action in assumpsit to determine the legality of customs 
duty assessments. Besides the action in assumpsit, judicial review 
in nineteenth century customs cases was sometimes obtained by other 
common law forms of action, such as the writ of trover, e.g. . Traev 
v, SwartVQMt/ 35 U.S. (10 Pet.) 80 (1836), and sometimes by the 
importer's refusing to pay the bond given to secure duty and 
forcing the government to sue to obtain payment on the bond. E.g. . 
United States v. Kid . 8 U.S. (4 Cranch) 1 (1807). 
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into international or bi-national cases by virtue of the parties 
to the cases. As noted earlier, the statutes impose supplemental 
duties on products imported Into the United States. The importer 
is the party responsible for paying these duties. Thus, even from 
the perspective of the importing interests, antidumping and 
countervailing duty cases present a conflict between the U.S. 
government and U.S. taxpayers — usually corporations. Of course, 
the cases also present a conflict between U.S. citizens and the 
U.S. government where the agency decisions are challenged by the 
domestic industry or labor union petitioner. In contrast, no 
duties and no penalties are assessed against foreign corporations 
or citizens, much less against foreign governments. 

The non- international nature of the case is not altered by the 
fact that many of the importers are frequently, but not always, 
corporate subsidiaries of foreign companies. These corporations 
are organized under the laws of the states of the United States 
and, hence, are United States companies subject to the laws of the 
United States. To argue that collection of import duties from 
U.S. -incorporated subsidiaries creates an "international dispute” 
produces two classes of corporations in this country: those which 
are subsidiaries of foreign corporations and thereby subject to 
some form of "international dispute" and those which are not. On 
the contrary, like all citizens of the United States, corporations 
organized under the laws of the states and doing business here are 
provided remedy for unlawful imposition of Customs duties in the 
Court of International Trade and its appellate tribunals, the CAFC 
and United States Supreme Court. 

Even to the extent some of the respondents to the 
administrative proceedings under the antidumping and countervailing 
duty laws may be foreign citizens or corporations, the use of bi- 
national panels to review the administrative decisions in 
antidumping and countervailing duty cases — as a substitute for 
domestic courts — is not justified under traditional principles 
of international law. Traditionally, most international tribunals 
deal with government-to-government claims, and an international 
claim arising from a decision by an administrative agency affecting 
a foreign citizen or corporation could not even be raised until 
completion of normal judicial review of the administrative decision 
in domestic courts. The Eestatewent . Third, of the Foreign 
Relations Law of the United States. § 902, comment k, explains 
that: "Under international law, before a [country] can make a 
formal claim on behalf of a private person, ... that person must 
ordinarily exhaust domestic remedies available in the responding 
[country]"; accord/ / James L. Brierly, The Law of Nations 281- 
82 (6th ed. 1963) ; Ian Brownlie, Principles of Public International 
Law 494-504 (4th ed. 1990)}. In other words, before resort to an 
international tribunal is appropriate, the national courts are 
given the initial opportunity to review the contested government 
action (in the case of antidumping or countervailing duties, the 
administrative determinations resulting in their imposition and 
assessment) and, if necessary, to correct it for purposes of local 
law. Thus, for example, it could be appropriate for a foreign 
government to refer an antidumping duty or countervailing duty case 
to the World Trade Organization if the foreign government believes 
that the United States law or practice, as affirmed in an 
authoritative adjudication by the Article III judiciary, does not 
meet international norms such as those in the WTO-GATT Subsidies 
And Countervailing Duty Code or the WTO-GATT Antidumping Code. In 
contrast, the use of NAFTA-type bi-national panels instead of 
domestic judicial review introduces an entirely different structure 
that does not correspond to traditional principles of international 
law regarding the treatment of foreign citizens. Indeed, the use 
of NAFTA-type bi -national panels might internationalize a dispute 
unnecessarily, when the contested issue could readily have been 
resolved at the domestic level through judicial review; this is 
particularly true because, as noted earlier, the aggrieved party 
will not normally be a foreign party at all, but either a domestic 
industry or labor union petitioner or a U.S. citizen taxpayer. 
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Accordingly, international tribunals such as the WTO in 
antidvunping and countervailing duty cases should only be considered 
where judicial review in Article III courts has been fully 
conducted but, for one reason or another, does not satisfactorily 
resolve the matter; international tribunals such as NAFTA-type bi- 
national panels which substitute for domestic courts should not be 
used. 


2. Article III Courts Are The Government lnstitut.ion_Best 
Suited To Review The Lawfulness Of Agency Action . The premise of 
the bi-national panels is that, somehow, the Court of International 
Trade and its appellate tribunals, the CAFC and the United States 
Supreme Court, do not dispense justice fairly in these situations. 
The Customs and International Trade Bar Association informed 
Congress that any such allegations were groundless in 1987-1988. 
The judges of the Court of International Trade, being Article III 
federal judges, are, without doubt, the most expert and unbiased 
arbiters who can be found in these matters. Article III courts, 
moreover, remain the governmental institution which is intended, 
and is best suited, to be primarily responsible for adjudicating 
the lawfulness of agency actions in the United States. 

This fundamental importance of judicial review by Article III 
judges in the American system of government has been articulately 
expressed in a leading treatise on judicial review in 
administrative law; 

[T]here is in our society a profound, tradition- taught 
reliance on the courts as the ultimate guardian and 
assurance of the limits set upon executive power by the 
constitutions and legislatures. 

The guarantee of legality by an organ independent 
of the executive is one of the profoundest, most 
pervasive premises of our system. ... It is clear that 
the country looks, and looks with good reason, ... to the 
courts for its ultimate protection against executive 
abuse . 


... [The] availability of [judicial review] is a 
constant reminder to the administrator and a constant 
source of assurance and security to the citizen.* 

As the workings of the bi-national panels have shown, they are not 
a substitute for a system of jurisprudence worked out in this 
country over two centuries. At best, bi -national panels arguably 
might be able to perform the judicial function almost as well as 
the courts. At worst, the bi-national panels have been accused of 
being biased and having little or no regard for the law of the 
United States as interpreted by United States courts, even though 
it is exactly that law which they are supposed to be applying. 

It is true that the judges of the Court of International Trade 
are reviewing the agency decisions in these matters for purposes 
of United States law, not international law. That is what was 
intended by the Constitution and Congress, since the issue is 
whether the decisions by the responsible administrative agency 
resulting in the assessment of a supplemental import duty is 
supported by substantial evidence and is otherwise lawful and in 
accordance with the will of Congress as set forth in the U.S. 
statutes. These are clearly judicial functions in common law 
countries, and they should always be carried out for the United 
States by federal judges as required by the Constitution, 

As explained earlier, however, bi -national panels under NAFTA 
are supposed to review whether the administrative decisions are 


* Louis L. Jaffe, Jadiffifll Control of Administrative Action 
321, 324 & 325 (1965) . 
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consistent with U.S. lav, and they are supposed to apply exactly 
the same standard of review as the Court of International Trade and 
its appellate tribunals. In short, the panels are supposed to 
undertake the same judicial function as Article III courts, without 
having the same qualifications and characteristics. This has 
always appeared to be a poor policy and the passage of time has 
failed to demonstrate otherwise. See , e.g. . Judge Wilkey*s dissent 
in Certain Softwood, dumber Products _from Canada . Extraordinary 
Challenge Committee Proceeding, ECC-94->1904-01USA (Aug. 3, 1994). 

II 

PROBLEMS RELATING TO PANEL MEMBERSHIP. 

A. Constitutional Issues. 

1. The Protections Of Independence And Impartiality In 
Article III . By securing review by Article III courts in 
litigation between taxpayers and the government in tax matters, 
the Constitution guarantees the taxpayer (and the government) a 
fair, impartial, and independent hearing of the matter. Article 
III, Section I provides; 

The judicial Power of the United States, shall be vested 
in one supreme Court, and in such inferior Courts as the 
Congress may from time to time ordain and establish. The 
judges, both of the supreme and inferior courts, shall 
hold their offices during good behavior, and shall, at 
stated times, receive for their services, a compensation, 
which shall not be diminished during their continuation 
in office. 

Required for such hearing was a federal court with judges appointed 
for life and with no diminution of salary. These provisions were 
intended to make the judiciary as apolitical and unbiased as 
possible. The provisions were intended to allow the judges to hold 
the scales aright between the government, of which they are part, 
and the citizenry, of which they are also part. Writing in The 
.Fg.d.g.ll§.l.is.t No. 79, Hamilton stated the reason briefly and 
correctly; "[i]n general course of human nature, a power over a 
man's subsistence amounts to a power over his will." Outright 
bribery and blackmail were not what was contemplated. The very 
existence of easy governmental procedures (diminution of salary or 
executive dismissal from office, both foreclosed by the 
constitution) to punish the judge was recognized as a subtle power 
over his will to judge rightly and fairly. Nothing about human 
nature has changed from the drafting of the constitution to the 
present day. 

Congress apparently thought that members of the private trade 
bar from the United States, Canada or Mexico would be able to lay 
aside all bias, prejudice, and hope for further employment to serve 
on bi-national panels and render fair and unbiased decisions which 
could not be appealed to any court. However, we believe that the 
appearance of a conflict in such situations is a recurring concern. 
Thus, we believe, as did the framers of the constitution, that 
persons who are not given as their sole duty in life the activity 
of being a judge, will not be able on all occasions to act 
impartially. This is especially so in cases where panel members 
return to their usual livelihoods of advising clients on 
international trade. Subconscious bias, at least, will always be 
a question. 

ill makes it impossible for active federal judges to 
sit on any bi-national panel. Federal judges are available only 
in federal courts. They do not give advisory opinions nor do they 
undertake to adjudicate matters which are not federal cases and 
controversies. Congress cannot impose such duties upon them, nor 
can they accept them. Thus, the bi-national panels are condemned 
to use private parties in rendering their unappealable decisions. 
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At tines these private arbiters nay be retired federal judges. 
Such a situation nay be a plus, but it does not make a systen which 
is operating outside the constitution into one which is operating 
within it. 

2. The ABPotntnent And Oath Issue . As we have discussed, the 
Franers, in the Constitution, guarantee the independence and 
inpartiality of judges by insulating judges fron political and 
econonic pressures by virtue of lifetine enploynent and guarantee 
of no deduction of pay. At the sane tine, the Franers insured that 
those interpreting and enforcing United States laws would be in 
compliance with both the Constitution and the directive of 
Congress. This was acconplished in four ways. First, the 
Constitution provides that all federal officers be nominated by the 
President and con finned by the Senate. Second, the Supremacy 
clause nandates that the Constitution and the laws of Congress be 
the Supreme law of the land, overriding conflicting state law. 
Third, the oath clause requires that all federal and state 
legislators, judges, and executive officers take an oath to be 
bound by the constitution. Finally, the inqpeachments clause grants 
to Congress the right to accuse and try any federal officer who 
commits high crimes and misdemeanors, including failure to comply 
with his or her oath. 

In the context of the imposition and collection of duties, 
these constitutional safeguards are clear: An officer nominated 
by the President and confirmed by the Senate is responsible for 
determining the rate or amount of duty to be applied in a certain 
case. Likewise, anyone reviewing such a determination, 
specifically a judicial officer, is also subject to such an 
appointment process. Moreover, under the Constitution, both the 
administrative or executive officer and the judicial officer must 
take an oath to preserve the Constitution and if such task shall 
fall to a state official, the oath is equally applicable, and the 
Constitution and the laws of Congress are supreme. Finally, if the 
executive or judicial officer shall comnit some crime or 
misdemeanor, he or she may be impeached and tried. 

Thus, under the constitutional scheme both administrators and 
judges deciding such cases are subject to severe sanctions should 
they stray from the Constitution or the laws of Congress. 

However, under the bi-national panel system there are no such 
constraints. Indeed, perversely, in some cases, the system is 
designed to materially thwart these Constitutional protections. 
First, neither the United States nor the foreign (Mexican or 
Canadian) panelists are nominated by the President or confirmed by 
the Senate. These panelists, of course, determine the liability 
of U.S. -citizen taxpayers for taxes payable to the United States 
government. Second, the foreign panel members never take an oath 
to support the Constitution or the laws which were enacted by 
Congress. This is particularly odd in the context of bl-national 
panels where such panels* only function is to interpret United 
States import duty laws. Indeed, many panel members may not in 
good conscience make such an oath because they have already taken 
an Inconsistent oath to support some other form of government. 
Finally, of course, while the panelists may be subject to some form 
of sanction, they are not subject to the constitutional sanction 
of impeachment. Thus, we feel, that these constitutional defects 
should preclude bi-national panel review. 

B. Policy Issues. 

The principal policy objections to the membership of bi- 
national panels are closely linked to the foregoing constitutional 
issues. Fundamentally, bi-national panels cannot achieve the 
independence and impartiality of Article III federal judges. At 
best, they may hope to come close, but as a practical matter the 
systen has been seriously criticized. First, by virtue of using 
citizens of different countries, the panels increase the appearance 
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of politicization and nationalistic bias. Second, by virtue of 
using practicing trade attorneys, the panels increase the 
appearance of either client-related or issue-related conflict of 
interests. In other words, one source of possible conflict, as was 
alleged in the Softwood Lumber case, is that panel members or their 
law firms have often represented companies in the industry involved 
in the case. And even if the panel member has no genuine client 
conflict, a second possible conflict is that particular 
practitioners may favor a particular substantive Interpretation of 
the law because it would help a client in a future case. These 
factors create an appearance of a lack of impartiality, thereby 
undermining legitimacy and confidence in the system. 

Notably, a frequent response to the conflict-of-interest 
criticism is that, if taken to its logical extreme, it would 
eliminate large numbers of the international trade bar from 
membership in panels and, consequently, eliminate the main pool of 
expertise. In fact, this response illustrates that the panel 
attempt is fundamentally flawed because the goals of impartiality 
and expertise are too difficult to achieve simultaneously, forcing 
one or the other goal to be compromised. 

The problem was well stated during the colonial period, when 
customs and international trade lawyers served on the colonial 
Vice-Admiralty courts which decided customs and international trade 
issues: 

this Gentlemen is a constant practicing attorney, in all 
the King's Courts here, so that when anything comes 
before him in the Court of Vice-Admiralty, where his 
clients are concerned, he is under a strong temptation, 
to be in their favor, to His Majesty's dishonor, and to 
the great discouragement of His Majesty's Officers of 
the customs, and should he not so act he must lose a 
great number of fat clients, who are of much more value 
to him than his post of Judge of the Vice-Admiralty. 

In contrast to these problems with bi-national panels, it is 
beyond question that Article III judges possess independence and 
impartiality and, when appointed to the Court of International 
Trade and CAFC, are able to develop specialization and expertise 
in the countervailing duty and antidumping duty laws. 

Ill 

THE PROBLEM OF DIVERGENT CASE LAW. 

By having a system that relies on bi-national panel review for 
imports from some countries and CIT judicial review for imports 
from other countries, it is inevitable that inconsistent results 
and divergent lines of jurisprudence will result. While the panels 
are supposed to be guided by domestic law standards of review and 
rules of interpretation, one of the repeated criticisms of the 
panels is that they misapply U.S. law. £££, e.a. . Judge Wilkey’s 
dissent in Softwood Lumber , supra . Furthermore, if a panel is 
presented with an issue of first impression, there is no assurance 
that the panel would decide the issue in the same way as an Article 
III court. 

An added problem is the differing role of precedent. As 
courts in a common law system, the Supreme Court, the CAFC and 
Court of International Trade apply the doctrine of stare decisis , 
and the courts' legal conclusions are also binding on the agencies. 
Panel decisions, in contrast, do not have direct legal effect 
beyond the immediate case. At best, they may constitute a 


Governor Jonathan Belcher of Massachusetts 
Hampshire to the Admiralty, 31 January 1742 (as quoted 
Smith The Writs of As sistance Case . 58-59 (1978)). 


and New 
in M. H. 



269 


persuasive commentary. Although panel decisions are often cited 
in subsequent panel deliberations, they are not authoritative or 
legally binding in the way judicial decisions are. The situation 
is even more complicated under the NAFTA with the addition of 
Mexico, for Mexico has a civil law system in which the doctrine of 
stare decisis does not exist at all. 

These difficulties are compounded when a petition is filed 
against multiple countries, some of which are entitled to bi- 
national panel review and some of which are not. In addition to 
the legal issues, there is no assurance that panels would reach 
the same decision as courts under the relatively subjective 
"substantial evidence" test. Thus, it is entirely possible that 
the same factual conclusions might be sustained with respect to one 
country and overturned with respect to another country. 

As a constitutional matter, the multiple system of review 
raises two issues. First, it is arguable that the system of review 
violates the equal protection of the laws. Second, the likelihood 
of divergent interpretations of the same statute undermines the 
requirement in Article I, section 8, that import duties must be 
uniform throughout the United States. As a practical matter, the 
multiple system of review can be extremely burdensome and 
confusing. Where a petition is filed against several countries, 
the petitioner and the agencies would be forced into the expense 
of simultaneously defending review proceedings before a different 
panel for each counti^ involved in the case. 


CONCLUSION 


CITBA believed that the provisions for bi-national panel 
review in antidumping duty and countervailing duty cases under the 
U.S. -Canada Free-Trade Agreement and the North American Free Trade 
Agreement were unconstitutional and unwise. We believe that the 
serious deficiencies in bi-national review should compel Congress 
to withhold fast-track negotiating authority for any new free trade 
agreement, with Chile or any other country, which would include the 
bi-national panel review system. 


Respectfully submitted, 

CUSTOMS AND INTERNATIONAL TRADE 
BAR ASSOCIATION 


PATRICK D.' GILL, PRESIDENT 
SIDNEY N. WEISS, CHAIR, TRIAL 

AND APPELLATE PRACTICE COMMITTEE 
CUSTOMS AND INTERNATIONAL TRADE 
BAR ASSOCIATION 

295 MADISON AVENUE, 3 1ST FLOOR 
NEW YORK, NEW YORK 10017 


May 24, 1995 
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SUBCOMMITTEE ON TRADE 
COMMITTEE ON WAYS AND MEANS 
AND 

SUBCOMMITTEE ON RULES AND ORGANIZATION OF THE HOUSE 
COMMITTEE ON RULES 

JOINT HEARING ON FAST TRACK ISSUES 

STATEMENT OF THE DISTILLED SPIRITS COUNCIL 
OF THE UNITED STATES 

The following statement is submitted on behalf of the Distilled Spirits Council of the 
United States, Inc. (DISCUS), for inclusion in the printed record of the joint hearing on fast 
track issues. DISCUS is the national trade association which represents U.S. producers and 
marketers of distilled spirits. 

I. INTRODUCTION 

Like many U.S. industries, the distilled spirits is becoming increasingly dependent 
upon exports. U.S. distilled spirits companies have doubled their export volume over the past 
five years and now export to more than ninety countries around the world. With the U.S. 
market for distilled spirits in the midst of a long term decline, expanding exports is the key to 
our members future economic growth and well being. 

Recognizing this fact, DISCUS members strongly supported the negotiation of the 
North American Free Trade Agreement and its approval by the Congress. As a member of 
the Zero Tariff Coalition, we worked closely with U.S. trade negotiators to bring about the 
elimination of tariff barriers in the Uruguay Round of GATT negotiations and we actively 
campaigned for Congressional approval of the resulting agreements. The existence of fast 
track negotiating authority enabled U.S. negotiators to secure concessions of great importance 
to U.S. distilled spirits companies. The existence of fast track approval procedures ensured 
that our members will have the chance to take advantage of the new export opportunities 
created by these concessions. 

II. DISCUS POSITION 

DISCUS strongly supports the early enactment by the Congress of legislation renewing 
fast track negotiating authority and approval procedures. Such authority and procedures are 
essential to the efforts of U.S. trade negotiators to forge new trade liberalizing agreements. 
Without this negotiating authority and accompanying approval procedures, U.S. negotiators 
will face an infinitely more difficult task in persuading U.S. trading partners to open their 
markets to U.S. exports. Countries simply will not be willing to make concessions to the 
United States without the certain knowledge that the agreements entered into will not be 
amended in a subsequent negotiation with the U.S. Congress. 

Ideally, fast track renewal should be sufficiently broad and flexible to allow U.S. 
negotiators to pursue the conclusion of trade liberalizing agreements in bilateral, regional and 
multilateral forums. Fast track renewal should authorize negotiations under the framework of 
the World Trade Organization, with the countries of Latin America in the context of enlarging 
the NAFTA, and with the countries of the Asia-Pacific region. At an absolute minimum, it 
should be renewed without any further delay to allow negotiations with Chile on accession to 
the NAFTA to be completed this year. 

Each of these initiatives will lead to expanded export opportunities for U.S. companies, 
including producers of distilled spirits. In the distilled spirits industry, expanded exports will 
generate additional jobs at not only the production level, but in related industries, including 
packaging, distribution and shipping. Without these opportunities, current employment levels 
will decline as domestic sales continue to contract. 
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III. FAST TRACK PROVISIONS 

In considering the tenns of fast track renewal, DISCUS would encourage Congress to 
include provisions which will generate the needed certainty in the negotiating process while 
facilitating the subsequent approval process. For example, we suggest that Congress consider 
enacting a multi-year renewal of fast track, for a period of at least five years. This would 
ensure that U.S. officials have sufficient authority and flexibility to negotiate agreements 
while maintaining a set period in which negotiations must be brought to conclusion. It also 
would remove the need for Congress to revisit the terras and negotiating objectives of fast 
track on a frequent basis, as has been the case in recent years. 

We also suggest that Congress consider limiting fast track approval procedures to only 
those provisions which are absolutely necessary to implement the agreements concluded 
during a particular negotiation. The much broader standard used in recent years has led to the 
inclusion of provisions which have not been directly related to the implementation of the 
relevant agreements. These measures, which often have been politically sensitive, have 
unnecessarily complicated the Congressional approval process, while denying Congress the 
opportunity to consider these provisions under normal legislative procedures. 

In addition, DISCUS suggests that Congress carefully review whether the "pay-go" 
budget procedures should continued to apply to trade agreements. Most economists generally 
agree that the economic activity created by tariff liberalization far exceeds the loss in tariff 
revenues collected. Should this not prove possible, at a minimum Congress should provide in 
the fast track renewal legislation that provisions included in implementing legislation for the 
purpose of "funding" trade agreements should be amendable. This will ensure that trade 
agreements and accompanying implementing legislation are considered on the basis of their 
merits, while enabling the Congress to fashion acceptable funding mechanisms independently. 

IV. CHILE AND NAFTA ACCESSION 

As mentioned above, DISCUS strongly supports the immediate renewal of fast track 
for negotiations on the terms of Chile’s accession to the NAFTA. We strongly support 
Chile’s accession to the NAFTA because we arc convinced that it will lead to new export 
opportunities for our members and job growth within our industry. As noted in the attached 
fact sheet, Chile maintains a number of different trade barriers to U.S. exports of distilled 
spirits. We have been working closely with Executive Branch officials to ensure that these 
issues are considered in the forthcoming negotiations. However, the success of these 
negotiations with Chile depends in large part upon the rapid renewal of fast track authority 
and procedures by the Congress. 

Much of the debate over fast track renewal has centered on whether or not labor and 
environment-related issues, including the use of trade sanctions, should be included in future 
trade agreements. While these issues arc very important, we are deeply concerned that a 
prolonged debate on the merits of including Uiese issues will result in a further delay in 
renewing fast track and the loss of opportunities to conclude trade liberalizing agreements, 
such as with Chile, which will benefit U.S. exporters. 

V. CONCLUSION 

In conclusion, DISCUS and its member companies urge Congress to enact legislation 
renewing fast track as soon as possible. Such legislation should provide authority which is 
sufficiently broad and flexible to allow U.S. negotiators to conclude trade agreements which 
will create new opportunities for U.S. exporters, while establishing procedures which will 
facilitate their careful consideration by the Congress. 

Thank you very much. 


Sincerely, 


Fred A. Meister 
President/CEO 
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Florida Sugar Marketing & Terminal Assn. Inc. 


Members: 

Atlantic Sugar Assodation 
Okeelaota Corporation 
Osceola Farms Co. 

Sugar Cane Growers Cooperative of Florida 
United States Sugar Corporation 


2656 N. Ocean Dr. 
Suits 201 — Singer laland 
Riviere Beach, Flarida 33404 
(407)842-2468 
PAX (407) 842-2606 


May 25, 1995 


Phillip D. Moseley 

Chief of Staff 

Comnittee on Ways and Means 

U. S. House of Representatives 

1102 Longworth House Office Building 

Washington , D.C. 20515 

RE : Extension of Fast Track Negotiating Authority for Trade Agreements 
Dear Mr. Moseley: 

The Florida Sugar Marketing Terminal Association, Inc. located 
in Singer Island, Florida, sutimits the following written conments with 
respect to the captioned matter. Florida Sugar Marketing & Terminal 
Assn. Inc, is a cooperative association, operating under the laws of 
the State of Florida, for the marketing and transportation of raw cane 
sugar processed by its members. The members of Florida Sugar Marketing 
and Terminal Assn. Inc., each of which is a processor of raw cane sugar 
are Atlantic Sugar Association, Okeelanta Corporation, Osceola Farms 
Co., Sugar Cane Growers Cooperative of Florida and United States Sugar 
Corporation. Florida Sugar Marketing & Terminal Assn. Inc. markets 
approximately 651 of the Florida sugar crop. The Association's members 
have generally been supportive of the recently concluded Uruguay Round 
Agreement on Agriculture, which was negotiated and implemented into 
U.S. law pursuant to so-called "fast-track" procedures. The agreement, 
which resulted in a tariff rate quota in lieu of a quota under section 
22 of the Agricultural Adjustment Act and some reductions in level of 
subsidization, is acceptable to Florida growers and processors if coupled 
with the continuation of the loan program at current or improved levels. 

The industry is interested in having the United States pursue an 
expedited negotiation with the major sugar producing and exporting 
countries to eliminate in the near future all export subsidies and to 
harmonize and then reduce or eliminate all domestic subsidies. Our 
members support such negotiations in the belief that the elimination 
of the subsidies would reduce the need for the current loan/price support 
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program and is consistent with the long-term interests of the United 
States in liberalized but fair trade. Such an approach also lets the 
United States reduce programs in the U.S. without engaging in "unilateral 
disarmament" which would simply penalize domestic sugar producers. 

INTRODUCTION 

Upon acceding to the World Trade Organization (WTO), the United 
States converted existing quotas and fees applicable to quota products 
into tariffs or tariff-rate quotes. In the case of sugar, the United 
States established a tariff-rate quota based on current market-access 
levels of approximately 1.2 million tons per year, with imports above 
that level subject to additional tariffs and (potentially) "special 
safeguards." The United States grants no export subsidies on sugar. 
Moreover, the U.S. sugar program has been administered by the Conmodity 
Credit Corporation since 1985, by statutory mandate, at "no net cost" 
to the Government. 

Although many countries agreed to reduce the level of export 
subsidies in accordance with the agriculture agreement, in many cases 
the subsidy levels (export and domestic) granted to sugar producers 
will remain exceptionally high in real terms throughout the implementation 
period. For example, recent OECD data for 1993 confirm that the United 
States' total support to the sugar sector has a producer subsidy 
equivalent (PSE) of 512, as compared to 672 for the EU, a major sugar 
producer, and 602 for OECD countries in the aggregate. Domestic subsidy 
levels in other sugar-producing countries will be subject to modest 
reductions, only as components of the Aggregate Measure of Support (AMS). 
As a pratical matter, domestic subsidies on sugar and related products 
may not be reduced at all by our trading partners, provided that 
"aggregate" reduction commitments are met. 

Export subsidies are also an important consideration. The EU, 
Brazil, and South Africa notified the WTO that they granted substantial 
export subsidies on sugar. Although such export subsidies are subject 
to reduction commitments of 212 on a volume basis, and 362 on a bud^t 
basis, the absolute level of export subsidies granted by these countries 
with respect to sugar will remain very large. 

Subsidies permeate world manufacturing and trade in sugar. For 
example, the European Union is the world's largest exporter of sugar 
yet is one of the world's most cost uncompetitive producers. But for 
the staggering subsidies, European producers could not participate in 
world exports. A recent study done for the Florida industry indicates 
that exports from Europe to "free markets" are at prices equal to as 
little as 39.62 of the European cost of producing sugar and can be 252 
below variable costs. Obviously, these pricing practices are 
nonsustainable without massive government assistance. Similarly, China's 
export prices are well below full cost (roughly 502 of cost). Indeed, 
the study indicates that free market exports from Australia, Brazil, 
China, Colombia, the European Union, Mexico, South Africa and Thailand 
of raw and/or refined sugar are below cost in most situations. 

Thus, the current "world market" for sugar is merely an outlet 
for dumped and subsidized exports of excess production, itself the result 
of mi s-al location of resources. 
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In sun, although the domestic and export subsidy- reduct Ion 
comnltinents In the Uruguay Round Agreement represent a positive 
development, they will have only limited practical Impact on the domestic 
and export subsidies that have distorted the world sugar market for 
many years. 

PROPOSAL 


Conditions of trade that have led to over-production of many 
agricultural products and depressed world market prices will likely 
persist, notwithstanding the salutary effect of the Uruguay Round 
Agreement on Agriculture, In the case of sugar In particular, the 

Agreement will produce only modest changes of the status quo: substantial 
transfers by foreign governments to their sugar producers and processors. 

Consequently, the Florida Industry would propose that if the Congress 
renews fast track negotiating authority that It provide direction in 
the form of negotiating objectives that would include. Inter alia, the 
expedited negotiation of a sugar and sugar products agreement to eliminate 
export subsidies and to harmonize domestic subsidies between the U.S. 
and other sugar producing countries as celling amounts with reductions 
or even total elimination (other than green light subsidies under the 

Agriculture Agreement). Subsidies are at the heart of so much of the 
misallocation of resources 1n agriculture. He believe that such as 

agreement would do much over time to permit liberalized trade. 

There is ample precedent under the predecessor of the HTO for 
negotiations seeking “GATT plus" arrangements for a specific sector 
(i.e., liberalization, beyond that required by prior, multilateral 
agreements). With varying success, parties have sought sector deals 

in steel (the "MSA" talks, which continue), civil aircraft (plurilateral 
agreement), and oil seeds (negotiations terminated). Plurilateral 
agreements also exist on bovine meat and dairy. 


The domestic Industry believes that a supplemental agreement would 
be highly beneficial to the eventual rationalization of world trade 
in sugar and sugar products. By contrast, unilateral liberalization 
of sugar programs and tariff-rate quotas, absent parallel cofimltments 
by our trading partners, is not In the interest of the domestic Industry. 


Respectfully submitted. 
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Florida Sugar Marketing & Terminal 
Association, Inc. 
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STATEMENT BY THE SPEAKER OF THE HOUSE 


One of the real priority issues the House will consider this year is the extension of fast- 
track authority to implement trade agreements. This authority, in effect since 1974, represents a 
partnership between the Congress and the President on matters governing the development of 
trade policy objectives, the pursuit of bilateral and multilateral negotiations designed to achieve 
those goals, and the expeditious implementation of agreements brought to fruition. 

Fast-track also has unquestionably spurred economic growih and private sector job 
creation in the United States. Through numerous successful trade agreements over the years, 
combined with effective enforcement of U.S. trade laws, our country has experienced an 
explosion of economic opportunity and grovMh that can be directly related to international trade. 
Trade has become a major feature of the U.S. economy. The United States is the world’s lop 
exporter. Trade in goods and services, plus earning on investment now represents about a third 
of the U.S. gross domestic product - more than double what it was in 1970. American workers, 
firms that hire them, and consumers who buy high-quality products they produce have all 
benefited enormously from this trend. 

I believe the extension of sound fast-track procedures is essential if we are to continue to 
pursue important trade liberalization initiatives and reap the benefits of a solid, coordinated trade 
policy. Such procedures serve the dual goals of allowing Congress to fulfill its constitutional 
responsibility with respect to international trade while at the same lime providing assurance that 
trade agreements will be effectively implemented. It establishes confidence in the ability of U.S. 
negotiators to successfully conclude and gain Congressional approval of trade agreements that 
serve American interests. 

The fast track procedure is a legislative-executive agreement to facilitate a coordinated 
policy on international trade. For the system to function effectively, it is critical that consultation 
and cooperation be the hallmark of the relationship. TTierefore, it is important that the 
Administration clearly lay out its goals and intentions in the area of trade policy, and that this 
process of consultation and cooperation be ongoing throughout the lifetime of the fast track 
agreement. 
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We must also be cautious about how broadly these special legislative procedures are 
applied. Fast-track was not designed to circumvent regular legislative procedures with respect to 
matters unrelated to trade agreements or which otherwise should be approved through normal 
processes. If fast-track becomes a magnet for unrelated provisions, the Integrity of the legislative 
process could be threatened and support for a coordinated policy and procedure for approving 
trade agreements could be seriously eroded. 

I am confident that the Congress and the Administration can once again construct a 
meaningful process for developing and approving trade agreements. With such procedures in 
place, the U.S. can continue to exercise its traditional leadership role in the international trade 
communities and can continue to seek new opportunities for economic growth worldwide. 
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[BY PEPJlISSIOt! OF THE CHAIRMAN] 


STATEMENT OF 
DR. RICHARD L. BERNAL 

AMBASSADOR FROM JAMAICA TO THE UNITED STATES 
BEFORE THE 

HOUSE WAYS AND MEANS TRADE SUBCOMMITTEE 
MAY 25, 1995 


PROPOSALS TO RENEW FAST TRACK TRADE NEGOTIATING AUTHORITY 


Mr. Chairman, thank you for providing me this opportunity 
to submit testimony before your Subcommittee on proposals to 
renew fast track trade negotiating authority . As the 
Subcommittee moves forward with plans to reauthorize this 
critically important legislative initiative -- which will have 
a far-reaching impact on trade relations throughout Latin 
America and the Caribbean -- I believe it is important to 
provide you with a Jamaican perspective on some of the issues 
surrounding fast track. 

A . Fast Track in 1995: The March to 2005 

Last December, the 34 Democratically elected nations of 
the Hemisphere came together in Miami to hammer out an 
agreement to launch a Free Trade Area of the Americas (FTAA) 
by the year 2005. Next month, the trade ministers of those 
countries will reconvene in Denver to determine how to take 
the next steps in this important goal. As the Hemisphere 
moves to put that vision into practice, it is important that 
the US Congress pave the way for viable negotiations by 
quickly passing fast track trade negotiating authority. 

Fast track renewal is an important ingredient in the 
establishment of an FTAA by the year 2005. The difficulties 
with which both the NAFTA and GATT implementing bills were 
passed make it clear that future free trade agreements in the 
Hemisphere will be supported by the American people if the 
goals and objectives of these agreements are well understood 
in advance. The fast track consultation procedure will help 
ensure that the goals of the FTAA be communicated to and 
understood by the US population, much as similar procedures 
will communicate the goals to the Jamaican citizenry. But 
experience has shown that, without fast track procedures, it 
may be exceedingly difficult to pass free trade implementing 
bills in a form or a time frame that will help establish the 
FTAA over the next decade. 

In this regard, fast track authority should reflect the 
ten-year timetable established in Miami to negotiate an FTAA 
by the year 2005. Without such a timetable, hemispheric 
negotiations could be prematurely stopped while a mid-term 
reauthorization of fast track in the US Congress were sought, 
or worse , denied . Similarly, a short reauthorization - - of 
say 4 to 6 years -- could discourage some countries from even 
participating in the free trade process. 

With regard to the inclusion or exclusion of labor and 
environmental principles in fast track legislation, I cannot 
intrude into the domestic US debate over the establishment of 
trade negotiating objectives. I can, however, proudly point 
to Jamaica's outstanding record both in taking steps to ensure 
sound environmental stewardship cuid in securing healthy 
working conditions and unalienable workers' rights throughout 



278 


the country. Moreover, there is close cooperation with the 
United States in combatting illicit narcotics trafficking. 

In addition, Jamaica has established concrete 
achievements in other areas that have been identified as 
possible trade negotiating objectives in recent years. 
Jamaica's economic reform program -> which has emphasized 
tight fiscal and monetary policies to control our inflation, 
tariff reductions to promote trade -based growth, and 
privatization of state-owned enterprises to stimulate the 
private sector -- has set the stage for considerable, «md 
unencumbered, economic linkages with the United States. 

Taken together with the more traditional trade negotiating 
objectives -- such as protection of investments and 
intellectual property -- Jamaica stands ready to participate 
in free trade negotiations with the United States. 

B . The US /Caribbean Basin Economic Partnership The Basis 

for Free Trade 

With the inevitable focus on trade in the Hemisphere, 
Congress will consider its trade relations with the Caribbean 
as an integral element of its fast track debate. The 
Caribbean, has already established an intensive trade 
relationship that should help expedite free trade 
negotiations, once fast track authority is enacted. In the 
dozen years since it has been enacted, the Caribbean Basin 
Initiative (CBI) has emerged as an important stimulus of 
economic development in the Caribbean Basin and of trade 
linkages throughout the region. The effect has been felt -- 
not only in Kingston and Montego Bay -- but also in Chicago, 
Miami, Baltimore, New Orleans, and hundreds of other 
communities throughout the United States. 

Through its combination of trade, investment, and tax 
policies, the CBI legislation has progressively established a 
framework that has facilitated mutually beneficial, 

U. S . /Caribbean economic links. In turn, Jamaica and other 
Caribbean countries have matched the liberalizing reforms 
enacted by the CBI to launch their own trade and investment 
economic reform programs. Together, the United States and 
Caribbean countries have created a trade partnership worth 
more thoui $20 billion a year, employing hundreds of thousands 
of workers throughout the region . 

The successes of the CBI legislation are reflected in the 
figures signalling robust growth in the U. S . /Caribbean trade 
partnership. Since the mid-1980's, U.S. overall exports to 
the Caribbean have expcuided by over 100 percent and Caribbeaui 
exports to the United States have climbed by roughly 50 
percent. The Caribbean Basin now comprises the tenth largest 
market for the United States, and is one of the few regions 
where the United States consistently posts a trade surplus. 
With combined trade exceeding $24 billion in 1994, 

U. S . /Caribbeeui commercial links support more than 265,000 jobs 
in the United States and countless more throughout the 
Caribbean and Central America. During the past decade, nearly 
16,000 American jobs have been created each year as U.S. trade 
links with the Caribbean have expanded. Throughout the 
Caribbean, where the economies are much more dependent upon 
trade, increased exports to the United States has generated 
hundreds of thousands of additional jobs. Such employment 
growth has been felt in both export industries, as well as in 
the many sectors that cater to these industries. 

On several occasions. Congress has considered and passed 
legislation to strengthen the CBI framework to enhance trade 
links with the Caribbean. In 1990, Congress made the CBI 
program permanent and extended some of the duty and tax 
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provisions. In 1995, Congress is considering legislation -- 
The Caribbean Basin Trade Security Act (HR 553), which has 
been adopted by this Subcommittee -- to insulate the CBI from 
unintended adverse affects of the NAFTA. Passage of this 
measure will simultaneously remove impediments from the 
US/Caribbean trade partnership and set the stage for greater 
us/Caribbean economic integration through a free trade 
arrangement . 

C . The Importance of Fast Track; A Commitment to Free Trade 

Fast track authority creates a vital mechanism through 
which the United States can develop a clear, comprehensive, 
and consistent trade policy. It establishes a formal series 
of communications and consultations between the Executive and 
Legislative Branches and the US private sector, enabling 
various elements of US society to develop a common trade 
negotiating posture. It also defines a transparent process 
through which the results of arduous trade negotiations - - the 
implementing legislation -- can be submitted and enacted into 
law by Congress in an expeditious manner. In many respects, 
fast track sets out a process with maximum opportunity for 
domestic US input and minimum opportunity for domestic 
political surprises. 

This transparency and consistency is of critical 
importance during trade negotiations. In undertaking trade 
negotiations, we are less likely to make concessions or agree 
on sensitive points if we feel that our agreements will be 
undone by eleventh hour modifications by the US Congress. 
Similarly, without the assurance of Congressional pre-approval 
of the consultation process we are less assured that the 
results of trade negotiations -- which can have domestic 
political ramifications in our own country as well -- will 
ever be realized . 

Moreover, the fast track framework imposes certain 
disciplines in the trade negotiating process and in the 
formation of trade policy. This is especially important in 
the Caribbean, where US trade policy has often been shaped to 
fit specific industries and interests. For example, the 
Caribbean Basin Initiative (CBI ) which seeks to encourage 
industrial diversification through trade, excludes textiles 
and apparels from duty and quota free treatment even though 
the garment industry is a principal means of industrial and 
export diversification for least developed countries. 
Similarly, the current US/European Union banana quarrel is 
threatening to undermine the principal market for many banana 
exporting nations in the Caribbean, even though the United 
States produces no bananas for export. The fast track 
process, however, ensures that trade negotiations reflect a US 
national position as well as the specific needs of individual 
US industries. 

D . Conclusion 

As Congress continues its debate on trade measures this 
year, broad fast track authority should be favorably 
considered and expeditiously approved. Not only would it 
signal a US commitment to move forward with the FTAA, but it 
would also create the necessary mechanisms through which free 
trade in the Hemisphere could be enhanced . 
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National 
Association 
of Hosiery 
Manufacturers 

200 NORTH SHARON AMfTY ROAD • CHARLOTTE NC 2821 1 -3004 
PHONE: (704) 36S-0913 FAX: (704) 362-2056 

April 13. 1995 


HAHM 

mi 


Mr. Ffiilip D. Moseley 
Chief of Staff 

Committee cm Ways and Means 
U.S. House of Repnesentatives 
1 102 LoQgwoitli House 0£Boe Building 
Washington. DC 20515 


RE: Extensim-Fast Track NegcMiaiing Authority 


Dear Mr. Moseley: 



The National Asscxdation of Hosi^ Manufactuieis (NAHM) is the trade assodaiion nqnesenting the 
interests of those ocmipanies in the United &ates that produce all types of men’s, wranen’s. and childior’s 
hosiery. NAHM members fnanufartuie and market appro xim ately 85% of all the hosiery s(^ in the 
United States. The ftdlowing commcnta address the jc^ bearings fighwtiiiftrf by the Subccmimittee on 
Trade of the Omimtnee on Ways and Means and the Subcommittee cm Rules and Organization of the 
House of the Ownmittee on Rules relative to the extensum of "&st track" negotiating authority to the 
Arimini)g>T»rinn for use in negotiating trade 


The Association supports, in principle, periodic multi-lateral trade negotiatifHis under the World Trade 
Organizatian which are designed to pnanote the orderly ejqnnskm of intemadonal trade. Such talks 
should be organized as needed around dear objectives aid based on the principles of equal redixoclty and 
market access. The trade agreements arising finom such negotiations benefit the eomrany by cqjening new 
markets to U.S. exports and tedudirg fineign trade baniera to U.S. goods aid services. NAl^ supports 
the positron tha &st track procedures permit CJongress to implemeot vital l^islation tlut icdimes trade 
barriers, promotes private sector job creatian, and raises livirig standards fisir American Cunilies. Critical 
to fast track negotiarirrg authority is the provislcm that amendments to implementiiig legislatkin ate not 
permitted once the Mil is introduced, widi committee and floor actions amiritfing of "up or down" v(^ 
on the as tnmxhiced. 


NAHM believes fast track [XDoedutes should protect the imegrity of the negotiated trade agreement by 
acting as a safeguard against legitiative issues not diiectiy related to trade or fire impfementatian of the 
trade agreement. Accoidingly, die Assodatiwi would support improvements in fea track (Roceduies 
which would maintain a consensus in CoQgiess regarding votes on the negotiated trade agreement This 
would oontinie to preserve the constitutional rale aid fulfill the legislative le^mnsibility of Congress and 
ensure expeditious action vis-vis the agreement and im|dementing legislaion with no amendments. 

NAHM appreciates the (^jpoitunity to submit comments legaidmg the extensioa of fast track negotiating 
authority. Please feel few to crmtact me if I may be of any assistance. 

Very truly yours, 


Vice President and Secretary 
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^atjpnal Association of Wheat Growers 

Street N.E., Suite 300, Washington, D.C. 20002, (202) 547-7000, Fax (202) 546-2638 
May 11, 1995 


Honorable Philip Crane 
Chairman 

Subcommittee on Trade 
Ways and Means Committee 
U.S. House of Representatives 
1 104 Longworth House Office Building 
Washington, D.C. 20515 


Dear Mr, Chairman: 


As your committee begins its consideration of renewal of fast-track negotiating 
, authority, our organization would like to submit the following comments for inclusion in the 
May 1 1, 1995, hearing record. 

In general, U.S. wheat producers are supportive of initiatives designed to facilitate free 
trade. Ours is an export-dependent commodity. Each year, U.S. wheat producers export at 
least fifty percent of their harvested acres to over 1 30 countries. 

With respect to negotiations with Chile in particular, we believe that the agreement to 
facilitate its integration into the NAFTA will set the standard for additional countries wishing 
to join the agreement. U.S. negotiators must proceed with caution and sensitivity to how this 
prospective agreement will affect the trade of wheat within the hemisphere. We urge that 
special attention be applied to the following areas of concern to our membership: 

Chilean Price Band for Wheat : The Government of Chile currently maintains a price 
band mechanism for wheat and wheat flour. It is our understanding that the stated objective 
of the price band is to stabilize domestic prices by reducing transmission of international price 
fluctuations into Chile's domestic market, while at the same time maintaining a long-term 
linkage between domestic and international prices. In operation, the price band mechanism 
typically results in the application of a surcharge in U.S. dollars equal to the difference 
between a weekly reference price and an administratively-set floor price level. These 
surcharges, when applied, are in addition to Chile's 1 1 percent ad valorem duty applied on 
nearly all Imports. 


"WHEAT DOLLARS ARE IMPOHTAKT TO THE NATIONAL ECONOMY AND VOUR BUSINESS" 
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We advise the immediate elimination of the existing price band mechanism for wheat 
and flour and the staged reduction of the 1 1 percent ad valorem to zero within five years after 
the accession agreement is enacted. 

Export Subsidies : Latin American wheat imports have more than doubled the level of 
the late 1980's when severe economic difficulties limited import demand. A combination of 
improved economies, decreased wheat production, sustained rapid population growth, and 
import liberalization has expanded opportunities for U.S. wheat producers to export to this 
region. Unfortunately, our competitors have also taken steps to increase market share, largely 
at our producers’ expense. The most egregious exporting practices to date have been 
committed by the European Union and the Canadian Wheat Board. According to USDA, in 
1982/83, the United States maintained 70 percent of Latin American wheat imports. Today's 
figure is closer to 25 percent. 

The Uruguay Round Agreement on export subsidies will in time constrain the export 
subsidy practices of the Europeans and the United States, although the U.S. use of EEP in Latin 
America has been limited. In contrast, the discriminatory pricing practices of the Canadian 
Wheat Board have not been disciplined in any previous free trade agreements - the U.S.- 
Canada Free Trade Agreement, the NAFTA, or the GATT. There can be no free trade of wheat 
until the CWB’s pricing practices are neutralized. Therefore, we urge the President to consider 
the use of EEP and other competitive measures in Chile until price transparency can be 
achieved with the CWB in all NAFTA countries. 

Chapter 19. Dispute Settlement Panels: Under the CUSTA and the NAFTA, Chapter 
19 calls for the assembly of ad hoc panels of private individuals to determine whether 
antidumping and countervailing duties have been imposed consistent with the domestic law 
of the importing country. This appeal (>rocess circumvents U.S. trade laws and is inconsistent 
with the newly established World Trade Organization dispute settlement procedures which 
rely on panels to interpret international rules. As part of Chile's accessicKi negotiations, we 
would like to see the NAFTA Chapter 19 provisions eliminated. 

Thank you for the opportunity to comment on this matter. 

Ross Hansen 
President 
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National Grange 

of THF ORDER of PATRONS of HUSBANDRY 

1618 H areet, N.W., \jVashington. Q.c'20o6i^4^ - (202) 628-35^ • FAX; <lo2) 347-1091 



R«baft €. Swrrowt. 


May 18, 1995 


The Honorable Philip M. Crane, Chairman 
House Ways and Means Subcommittee on Trade 
1104 Longworth House Office Building 
Washington, D. c. 20515 

Dear Mr. Chairman: 

The "fast track" authority that was granted the President in 
Section 1102 of the Omnibus Trade and Competitiveness Act of 
1988, Which permits the President to enter into trade agreements 
that would be subject to the expedited legislative procedures 
that are set forth in Section 151 of the Trade Act of 1974, has 
expired. 

The "fast track" procedures have expired with respect to any 
new trade agreements. These provisions required the President, 
before entering into any trade agreement, to consult with Con- 
gress regarding the nature of the agreement, how and to what 
extent the agreement will achieve its applicable purposes, 
policies, and objectives, and all matters that concern the agree- 
ment's implementation. 

America's farmers and other agricultural interests have long 
supported international efforts to achieve more open markets and 
more favorable trading rules for agriculture through multilateral 
trade negotiations, such as the General Agreement on Tariffs and 
Trade (GATT) . The progress that was made in previous trade 
negotiations in opening markets for agricultural exports has been 
tremendously important to the United States' agricultural sector 
and the nation's economy as a whole. 

Agriculture must remain a priority for the United States in 
world trade talks if U.S. farmers are to support the continuation 
of proposals like the GATT. The National Grange strongly supports 
granting "fast track" authority to the President provided the 
authorizing legislation is "clean" and is not encumbered by 
amendments that would change the premise of the agreement. We 
urge you to be cautious about how broadly these special legisla- 
tive procedures are applied. It would foe inappropriate to include 
issues such as workers' rights and the environment in "fast 
track", "Fast track" authority is essential for forming success- 
ful and acceptable trade policies. Without an agreement, 

America's agriculture will be faced with the very real threat of 
serious trade conflicts. 

We believe that Congress should retain a major role regard- 
ing the aims, progress, and conduct of any trade negotiations in 
accordance with its preeminent constitutional authority. There- 
fore, we are pleased that Congress has created the “fast track" 
procedure by which to retain the power to approve or reject a 
trade agreement. At the same time, Congress has wisely limited 
,its ability to unilaterally amend a trade agreement that would, 
in any way, undermine any administration's ability to advance the 
United States' national interests, if Congress could amend a 
negotiated agreement, our trading partners would be much more 
reluctant to work with an administration whose decisions could be 
changed by another form of government. We cannot let internal 
domestic disputes alter the relationships we have established 
with our trading partners. 

We believe that extending the negotiating authority under 
"fast track" will result in meaningful and successful future 
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trade policy. America's farmers have had too much experience in 
dealing with the results of bad agricultural trade deals or 
agreements in which agriculture has been ignored. We are afraid 
that agriculture could be traded off simply to benefit a non-farm 
sector . 

The Grange's trade objectives have included expanding 
markets through increased market access, reducing trade-distort- 
ing domestic subsidies, reducing and phasing out export subsi- 
dies, and prohibiting the use of unjustifiable health and sani- 
tary restrictions that are non-tariff trade barriers. 

We urge your Committee to approve extending the President's 
"fast track" authority and to oppose any efforts to deny or amend 
the extension. We believe that the successful conclusion of trade 
agreements offers one of the best prospects for the future growth 
of the United States' economy, industries, exports, and jobs. 

Thank you for considering the Grange's views. We respectful- 
ly request that this letter be made part of the hearing record. 


Sincerely, 

^Robert E. Barrow, Master 
National Grange of the Order 
of Patrons of Husbandry 


REB/trh 

ccs; House Ways and Means Committee 
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T El^TCOPOERS 
<SOS) 4««'LS««/S7/8a 
TELEX 8»-S33 


LAW omCES 

Stkwajit ajto Stewaht 

SlOO U STREET. N.W 
WaSHINOTON, D.C. 800S7 

May 25, 1995 


telephone <*0*) 7B9-4185 
E-MAIL 

OENERaL«BTBWaRTLAW COM 


Mr. Phillip D. Moseley 

Chief of Staff 

Committee on Ways and Means 

U.S. House of Representatives 

1102 Longworth House Office Building 

Washington, D.C. 20515 


Dear Mr , Moseley : 

Re: Press Release TR-6, Joint Hearings on Fast Track 

Issues Held by the Subcommittee on Trade of the 
House Committee on Ways and Means and the 
Subcommittee on Rules and Organization of the 
House of the House Committee on Rules. 


My firm is active in trade matters in the United 
States and in other countries, largely representing U.S. 
companies in various matters before federal agencies and 
courts. In recent years, my firm has participated in a number 
of challenges to U-S. antidumping and countervailing duty 
determinations before the binational panel in the U.S. -Canada 
FTA. At the present time, one of my partners is a panelist in 
the challenge of a Mexican antidumping determination. One of 
my partners has also written a book on the NAFTA Chapter 19 
dispute sett lement process." 

This statement is submitted in my personal capacity 
and does not necessa r ily reflect the positions of any of my 
firm’s clients (domestic or foreign) or the positions of any of 
my partners. 

While there are a host of important issues surrounding 
the question of whether the expired fast track authority should 
be renewed or extended, this written submission will focus on 
just two issues: (1) if fast track authority is extended, 
should Congress restrict the ability of the Administration to 
extend NAFTA or other agreements to provide non-judicial review 
of antidumping and countervailing duty actions to determine 
compliance of U.S. agency action with U.S. law; (2) what type 
of negotiating objectives should Congress establish if fast 
track authority is extended. 

On the first issue, I add my voice to those who have 
advocated preventing the further expansion of binational panels 
to review the compliance of U.S. agency actions with U.S. law 
and the eventual renegotiation of NAFTA to eliminate binational 
panel review in such cases. 

On the second issue, if multiple year authority is 
provided. Congress should mandate that the negotiating 
objectives included in the 1988 Omnibus Trade and 
Competitiveness Act that were not achieved in the Uruguay Round 
be pursued as well as all Issues that would in fact render our 
major trading partners' markets accessible to U.S. products, 
while the long standing difficulties with Japan in autos, auto 
parts, and many other products makes Japan a critical focus of 
the negotiating objectives, there may well be other countries 
where special issues also exist. 


* James R. Cannon, Jr., Resolving Disputes Under NAF TA Chanter 
IS (Shephard ' s/McGtaw-Hi 1 1 1994) . 
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1. Elimination of binational panels 
for antidumpina and countervailing duty cases 

Constitutional issues remain unresolved 

Serious constitutional issues were raised at the 
formation of the U. 5. -Canada FTA. Those issues have not been 
addressed in fact to date and continue to cloud the legitimacy 
of the binational process — a process which is not designed to 
determine whether U.S. (or other country) action complies with 
international agreements (a potentially useful function) but 
rather whether U.S. agency action complies with U.S. law. I 
cannot improve on the statement prepared by the Customs and 
International Trade Bar Association* prepared by the Trial and 
Appellate Practice Committee on the constitutional issues and 
50 simply refer the members of the Subcommittees to the CITBA 
submission. Multiple lines of case authority; application of 
U.S. law differently to imports from different countries; 
Article III requirements and other issues all pose significant 
policy issues that deserve careful consideration by the 
Congress . 


A retired former Chief Judge of the U.S. Court of 
Appeals for the District of Columbia Circuit has also expressed 
strong doubts about the constitutionality of the binantional 
panel structure. 


Many practitioners would agree that for many of the 
cases that have been brought before the binational panel, the 
outcome was reasonably prompt and the outcome was probably 
justified by existing U.S. case law. That has not been true of 
several politically sensitive cases where concerns have been 
raised about the propriety of the standard of review used or 
whether panelists were tainted by conflicts. 

To a large extent , the structure of the binational 
panel process and the limited appeal rights guarantee that when 
there is an important case before the panel, the parties are 
likely to be dissatisfied with whatever outcome emerges. 

(a) Cultural differences mean terminology may carry 
different meanings to members of different 
nations 

In one of the lumber panels, concerns were raised 
about possible conflict of interest issues for one of the 
panelists. Having discussed the matter with U.S. and Canadian 
lawyers, I am convinced that much of the problem may flow from 
the different structure of law firms in Canada, different 
construction of the term within Canada or other reasons having 
nothing to do with lawyers deliberately flaunting conflict 
requirements of the panel process. 

While the U.S. and Canada have similar common law 
systems, the same is not true for Mexico and will not be true 
for other countries which may join NAFTA in the future. It is 
questionable whether the member countries can anticipate all of 
the likely areas of unintended misunderstanding flowing from 
cultural or practice differences. If the issues are not 
anticipated, fully articulated with commonly understood 
standards adopted, the panel process will always be subject to 
concerns of bias and misconduct. 


* I am currently a member of the Board of Directors of CITBA 
but was not involved in the drafting of the paper; as a Board 
member I did provide comments and voted for the paper’s 
adoption . 
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(b) Many of the panelists in fact have no background 
in the standard of review used by the national 
courts 

Most of the panels to date have been either challenges 
of U.S. antidumping or countervailing duty determinations or 
challenges of Canadian determinations. Many of the Canadian 
panelists have been non-lawyers who do not necessarily 
understand either U.S. or Canadian standards of review. But 
even for the lawyers, one of the often voiced concerns of 
panelists has been the difficulty in understanding and properly 
applying the national court's standard of review. Thus, one 
can anticipate claims that regardless of the verbiage used in a 
decision, panelists from a different country are in fact 
applying the standard of review from their home courts. Since 
the appeals process to date has not proven capable of dealing 
with claims of an improper standard being applied in fact, 
there is no institutional way to resolve the problem in an 
individual case . 

Nor does there appear to be significant training done 
by the Secretariats involved of panelists on how the standards 
actually work, nor are retired judges from the national courts 
used as advisors to counsel the panelists on consistency with 
standards . 


Hence, anytime a party loses a panel and one or more 
of the votes against the party are from nationals from the 
other country, concerns about the propriety of the decision are 
likely to be present. 

( c) The limited appeal process forces parties to look 
for signs of impropriety 

Because the structure of the binational process 
assumes the elimination of appeals in most situations, 
companies who perceive their interests are not protected by a 
panel decision are left with two unattractive options: accept 
a decision they believe is wrong; challenge the panel process 
as tainted. In politically sensitive cases, there is huge 
pressure to get a second opinion of an adverse ruling. As long 
as the only way to do that is accuse the panelists of some form 
of wrongdoing, there will never be respect for the institution. 

(d) There is no way to prevent votes along national 
lines from appearing biased 

The panel process does not require unanimity, while 
many panel decisions have been unanimous and many others do not 
exhibit panelists voting along national lines, there have been 
cases and will be cases in the future where votes end up cast 
with each country's panelists supporting the position of their 
respective governments. The bona tides of such votes is 
irrelevant. Such votes will always appear to be tainted. 

(e) There is no way to prevent the appearance of 
impropriety when panelists are practicing trade 
lawyers 

I have had the great privilege to know many of the 
panelists from the U.S. roster over the years. I have also had 
the privilege of meeting a number of Canadian panelists. All 
are, in my opinion, honorable practitioners who have taken the 
responsibility of serving as a panelist with the utmost 
seriousness . However , it is highly unlikely that anv legal 
issue (including the application of law to facts) that would 
arise in a panel proceeding would not be confronted in another 
case in which the panelist is involved. Thus, no matter how 
honorable the panelists involved or how objective they have 
been in carrying out their function as panelists, where a vote 
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goes against a party, practicing lawyers from either country 
can be accused of the appearance of impropriety. 

The result of these various practical problems of the 
existing panel process is that antidumping and countervailing 
duty decisions appear much more political than is good for the 
system. The panel process exacerbates that problem. 

<:gurt proc eedings ni ucJi moie timely n ow 

At the time that the U-S. -Canada FTA was negotiated, 
some argued that the time to get an administrative decision 
challenged in the U-S- Court of International Trade was 
excessively long, whatever the merits of the claim in the late 
1980s, time lines at the CIT are significantly shorter today,* 
with additional changes being considered which would reduce 
time lines further. Indeed, the CIT has achieved dramatic 
results in moving the massive steel litigation through the 
court for all countries in extremely short time periods. 

Moreover, panels have been confronted with the same 
need for remand and possible reconsideration as face the Court 
of International Trade, so some of the assumed time savings in 
panel cases have not materialized. 

Thus, there is little justification from a time saving 
point of view for maintaining binational panels. 

WTQ is. the_ £xQPer Forum tor Our Trading Partners 
to Negotiate Changes. _iL An v. to U.S. Law a nd Practice 

Trade 1 aws are supposed to be applied to all count r ies 
equally. Indeed, NFN obligations of the wro should raise 
.serious concerns about efforts of individual countries to 
obtain differential treatment under the laws. If Canada, 

Mexico or any other trading partner is dissatisfied with U.S. 
law and practice, their remedy is either to seek multilateral 
negotiations on the matter through the WTO or, where U.S. 
action is believed to be contrary to existing GATT obligations, 
to seek dispute settlement in the WTO. Panel review is not the 
appropriate place to resolve questions over agreement 
const ruction . 


2. Negotiating Objectives 

During the extension of fast track authority in 1988, 
Congress outlined a broad array of negotiating objectives for 
the Administration. Many of those objectives were taken up as 
part of the Uruguay Round. Others had not been included in the 
Uruguay Round negotiating mandate in 1986 and have been 
addressed, if at all, in bilateral or other fora. 

As Congress considers extension of fast track 
authority, I believe it would be important to evaluate whether 
certain of the 1988 objectives have not been addressed to date 
and if so to include those as objectives identified for the use 
of fast track authority. See, e.g., ray statement to the House 
Ways and Means Committee’s Subcommittee on Trade, Hearings on 
Uruguay Round, November 5, 1993. Such a list should include 19 
U.S.C. 2901(a)(5) (current account surpluses) , (6) (trade and 
monetary coordination -- some advance in WTO; some at G-7 
level), (7) (D) (agricultural problems re excess production). 

(8) (C) (enforcement of GATT rules re state trading enterprises 


• The Clerk of the U.S. Court of International Trade presented 
information on the reduction in time lines for customs 
litigation and litigation of trade cases during the Ninth 
Judicial Conference on November 16, 1994, in New York City. 
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and acts requiring substantial direct investment -- some 
progress in WTO), (11) (foreign direct investment), 

( 13 )( specif ic barriers -- some progress made each year), (14) 
(worker rights), (15) (access to high technology) and 
( 16 ) ( border taxes ) . 

In addition, it is critical that the United States 
make a top priority to obtain multilateral rules that address 
the types of border and internal barriers that have frustrated 
U.S. manufacturing, agriculture and service industries from 
obtaining greater market access in Japan and other of our 
trading partners around the world. with binding dispute 
settlement procedures now in place, the U.S. cannot afford to 
be locked into a system where market barriers in the U.S. can 
be addressed through the multilateral system but the barriers 
of our major trading partners cannot, and cannot be dealt with 
through U.S. law without threat of wto challenge and 
retaliation. The current challenges by the U.S. and Japan on 
autos and auto parts present a major challenge to the adequacy 
of the multilateral system to secure fair market access to all 
markets. While I remain optimistic that the WTO will prove 
able to deal with the systemic problems in a country like Japan 
through the dispute settlement process, fast track legislation 
should authorize tackling such uncovered areas (e.g., trade and 
competition policy, investment, harmonization of regulatory 
areas, etc.) on a high priority, so our rights and our trading 
partners' obligations are clear. 

I appreciate the opportunity to provide written 

comments . 



o 



